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From The Editor : 


UMAR MANGALAM BIRLA, THE MAN FEATURED ON 

this issue's cover, is just 38 but he is almost 

always considered as being in the same league as 
people like N.R. Narayana Murthy, Deepak Parekh or 
Ratan Tata, men who are 20, 22 and 29 years older 
than him, respectively. Perhaps that is because Kumar 
Birla has already been at the helm of one of India's 
largest and most successful conglomerates now for 
nearly 10 years, since his father's premature demise in 
1995. And, of course, because of his achievements 
during this period. Under Kumar's charge, the Aditya 
Birla Group has changed and grown dramatically and 
much of it has been possible because of one young 
man's ability to lead and manage 
in a manner that belies his age. 

It is no surprise, therefore, that 
Birla makes it to this year's Business 
Today Young Super Performers trio 
in the CEO category. But the two 
others who make it to the list are no 
mean achievers. Ashish Dhawan and 
Michael Foley, who have been cho- 
sen in the Entrepreneur and Ideator 
categories, respectively, are both in 
their mid-thirties but have already 
achieved more than what most peo- Ff 
ple cannot in double that time. - 
Dhawan, 36, of course, is a venture. 
capitalist par excellence and 
made waves with his smart invest- 
ments across Indian industry, while 
Foley, currently the design chief at 
watchmaker Titan, has already left 
an indelible mark in several categories as India’s finest 
product designer, enjoying an enviable near-iconic 
status at 34. Our story on each one of the three super 
performers goes up close to find out what is it that 
makes them what they are. 

Seven months after the rift between the Ambani 
brothers came out in the open, a settlement—via a 
formula for sharing management responsibilities 
for different businesses—has been arrived at. Even as 
the sprawling Reliance Group is divided between 
Mukesh and Anil Ambani, our story examines what 
challenges the two brothers will face as they go their 
different paths. 

The stock market stole the action last fortnight as 
the Sensex scaled 7,000 and kept rising. Six months 
back, in January 2005, Business Today had argued 
that the Sensex would touch 7,500. That magic figure 
looks closer than ever before. Our report tells you 
what you could expect to see on the stock market in the 
coming weeks and months. 





Sanjoy Sarryen 


SANJOY NARAYAN 
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Salary Spiral 

Apropos your cover story 
Skyrocketing Salaries (Br, July 3, 
2005), with professionals com- 
manding more respect than ever 
before and with an 
increasing number of 
companies. allowing 
technocrats to run the 
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show, the going can only get better 
for the salaried class. The sharp 
rise in salaries is a part of the IT 
boom, with most of the top earners 
coming from this segment. 
However, should the (rr) bubble 
burst in the future, there could be a 
downswing in wages too. But, for 
now, it is truly boom time for the 
top salary earners. 

VIJAYALAKSHMI ARAVIND, through e-mail 


Your cover story Skyrocketing 
Salaries (Br, July 3, 2005), con- 
firms that India Inc. has finally 
come of age. Increasing salary levels 
are an indication that the industry 
no longer values human resources 
on the basis of CTC (cost to com- 
pany) alone. The other CTC, con- 
tribution to company, has to be 
taken into account as well. 
However, the desire to move to 
the Us and Europe would continue 
to exist, as such decisions are not 
based on salaries alone. 


N.C. GUFTA, through e-mail 
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Apropos your cover story 
Skyrocketing Salaries (BT, July 3, 
2005), it is good to know that CEOs, 
MDs and professionals are ahead 
of glamorous Bollywood stars when 
it comes to salaries! Thanks to the 
various MNCs operating in India, 
salaries have gone up several 
notches higher in the recent past. It 
is also interesting to note that tax 
contributions from these high 
salaried-classes is substantial as there 
are enough provisions to check tax 
avoidance, like tax deduction at 
source and so on. 


MAHESH KAPASI, through e-mail 


‘Novel’ Team-building 
Your story Dick Tracy Was A 
Code Jock!!! (BT, July 3, 2005), 
made for an interesting reading. 
Who would have thought that, 
of all things, murder mysteries 
can help create a sense of cama- 
raderie among employees. Kudos 
to M.D. Riti for coming up with 
such a brilliant idea. I am sure 
that other companies can also 
benefit from such unique ways 
of creating employee bonding, a 
critical element in the success of 
any company today. 

NITIN UPRETI, through e-mail 


India Vs China 
Apropos your story Inside The 
Chinese IT Services Business (BT, 
July 3, 2005), no doubt the fun- 
damental of outsourcing is saving 
on cost without compromising 
on quality. And while on one 
hand, I fully agree that China is 
the biggest threat to India's IT 
industry, I also believe that it 
can't match Indian expertise, par- 
ticularly in outsourced IT ser- 
vices, in the near future, consi- 
dering the experience that Indians 
have accumulated over the last 
three decades. 

BIKASH TRIPATHY, through e-mail 
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Dt editorial 


The Bogey Of Confidentiality 


operation launched by the mass-selling British 

tabloid, The Sun, that a Gurgaon techie Karan 
Bahree allegedly sold confidential data of about 1,000 
UK nationals to its reporter for about £3 (Rs 158) 
each, it is indeed a matter of shame for a BPO destina- 
tion like India. Not only does the case have the 
potential to re-ignite old passions against outsourcing 
to India, it also raises serious questions about the 
security of classified data in this country. 

After all, every night in hundreds of call centres acr- 
oss the country, employees are privy to a huge amount 
of classified information—details of just about anything 
from credit cards to passports, driving licences, even 
social security numbers. And if 
even some of them scribble 
the details on a piece of paper 
or even memorise it, and sell it 
as Bahree allegedly did, the 
result could be disastrous. 

Moreover, the fraud per- 
petrated on the UK nationals 
from India cannot be dis- 
missed or even justified as a 
part of the global phenome- 
non, just another “cyber 
crime” in the long list of such 
crimes committed all over the 
world, and a risk that most 
banks and financial institu- 
tions must learn to live with in 
today’s integrated world. It is 
more serious than that. This is 
the second blow in the last 
three months to the Indian 
call-centre industry, which employs more than 3.5 
lakh people. Only in April this year, the Pune police 
arrested 16 people, some of them employees of 
Mphasis for a $350,000 (Rs 1.54 crore) online fraud 
in which Citibank customers were allegedly enticed to 
part with their personal identification numbers. 

As a deterrent, if Bahree and others accused in 
this latest case are indeed found guilty, after a thorough 
investigation, they should be handed out exemplary 
punishment just to ensure that such incidents do not 
happen in the future. After all, it is an issue of an 
individual’s morals and integrity. Moreover, it goes 
without saying that Ires companies that deal with 


I: THERE IS ANY TRUTH IN THE REPORT OF THE STING 
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such sensitive information need to ensure that their data 
security processes are 100 per cent safe. 

Yet, it is equally important to check the veracity and 
authenticity of the tabloid's story before any conclusion 
can be drawn. If Bahree had only passed on names and 
e-mail IDs, then there is not much of a case against him. 
Leading e-commerce sites sending out mailers and 
offering similar databases would also come under the 
scanner. Thus, before taking any legal or criminal 
action, the people who have made the allegations 
need to answer some questions regarding the type of 
data or the intentions behind the leak. 

The other big issue that begs debate is whether the 
oft-repeated argument that offshoring increases busi- 
ness risk holds any water or 
not. It is here, despite the two 
unfortunate incidents, that the 
record of India's information 
technology and rr-enabled 
services remains enviable, to 
say the least. Besides the 
obvious cost advantage, India 
also enjoys overall quality 
and domain expertise— 
sophisticated performance 
metrics and programme 
management skills—that few 
countries can match. 

In fact, a recent survey by 
the San Francisco-based 
Computer Security Institute 
and the FBI’s computer intru- 
sion squad has shown that 
cyber crime is widespread in 
the us and that about 60 per 
cent of such crimes originate within the organisation 
concerned. So, India remains a relatively safe haven. 
Moreover, contrary to what The Sun may have 
observed, satisfaction levels among clients of the ITES 
industry are quiet high. An Evalueserve survey conduc- 
ted in the UK sometime back showed that they are 
satisfied not only with the quality of work being done 
in India, but also with the security systems and policies. 

As long as India has the skill, talent and processes 
in place, besides, of course, the low-cost advantage, it 
will continue to grow as the back office of the world, 
irrespective of such sting operations. After all, that's the 
raison d’ etre of business all over the world. & 


RAJAT BARAN 
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The Singapore 


Factor 


A big step forward in India's Look East policy, the India-Singapore economic 
agreement opens up new vistas in trade relations. By SHAILESH DOBHAL 


AFP 


ORE THAN THREE YEARS AFTER THE TWO 
countries first started talking about it, 
India and Singapore were slated to sign 
the Comprehensive Economic Coope- 
ration Agreement (CECA) when this magazine went to 
press. The agreement, to be signed by Indian Prime 
Minister Manmohan Singh and his Singaporean coun- 
terpart, Lee Hsien Loong, is more than just another 
accord. The CECA is the first agreement of its kind that 
India has signed with any country, and is vastly more 
than the free trade agreements (FTAs) that it has signed 
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Hope on the horizon: Singapore Premier Lee Hsien Loong 





X A DI 
speaks with his Indian counterpart Manmohan Singh 





earlier with countries like Sri Lanka and Thailand. The 
CECA with Singapore, in fact, encompasses an FTA for 
goods and services, a bilateral investment promotion 
treaty, an improved Double Taxation Avoidance 
Agreement, and an air services agreement. 

Opinion is divided on just how much manufac- 
tured exports from India, currently at $2.65 billion, 
or Rs 11,660 crore, (April-December, 2004), will 
gain from the CECA. Some say not much because 
Singapore already offers zero duty on most goods 
imported into the country. However, Assocham 


estimates that there's potential to grow trade between the two 
countries to $50 billion, or Rs 2,20,000 crore by 2010. Says 
Assocham's President M.K. Sanghi: “India-Sinagpore trade is already 
growing al almost 50 per cent year-on- year. So, an eight- fold i increase 
in India-Singapore trade is not an impossible scenario.” 

There are no two opinions when it comes to investments. In a 
sweeping concession, India has agreed to give three Singaporean 
banks—pss Holdings, Overseas Chinese Banking Corporation and 
United Overseas Bank—unfettered access to Indian banking, on par 
with domestic banks. In addition, it has increased investment limits 
applicable to institutional investors like private equity investor 
Temasek Holdings and the Government of Singapore Investment 
Corporation. That means more of Singapore" 's (the city-state is already 
the third largest foreign investor in India) surplus cash can be 
ploughed into Indian companies. Experts reckon that in the first year 
alone (starting August 2005), Singapore’ s FIs could invest as much as 
$5 billion, or Rs 22,000 crore, in the stock markets, and $2 billion 
(Rs 8,800 crore) by way of direct 
investment. It is also expected that 
bilateral trade, now at $4.5 bil- 
lion, or Rs 19,800 crore, (April- 
December, 2004), will double by 
the end of this financial year. 

Yet, it’s not just these num- 
bers that have the region watch- 
ers excited. “The most impor- 
tant and critical element of CECA 
is the FTA in services,” says Arvind 
Virmani, CEO, ICRIER, a Delhi- 
based economic think tank. “This 
is in line with India’s objective of 
becoming a major exporter of 
services, much like China is for 
manufactured goods.” And 
Singapore, given its status as a 
global financial hub comparable 
to Hong Kong, is a great market for Indian companies to cut their 
teeth in before taking on global competition in services that will fol- 
low a couple of years from now as part of India’s World Trade 
Organization (WTO) commitments. Singapore, for instance, is home 
to more than 6,000 multi-national corporations of all shapes and sizes. 

That’s one reason why Singapore’s decision to offer reciprocal 
concession to India to tap its banking industry and accord mutual 
recognition to as many as 129 professions (architects, doctors and 
accountants are some of them) is so significant. “There will be a hub 
effect with the Singapore CECA,” points out Ajit Ranade, Chief 
Economist at the Aditya Birla Group, meaning that not only will 
Singapore-based MNCs look at India, but even Indian companies will 
want to set their Asian headquarters in the city-state. The CECA, 
others say, is just a step towards India’s integration with Asean 
(Association of South East Asian Nations) starting 2006. And 
Singapore is not just Asean’s founding member, but also its richest. 
It looks like India’s road to global dominance will lead through the 
key economies in Asia. 


WHAT THE CECA OFFERS 


PAY CHEQUED 
IT’s Highest 
Paid Honchos 


With Information Technology 
booming, pay cheques of its top 
CEOs are getting fatter too. 
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Biotech Touches Billion-Dollar Mark 


Revenues of the Indian biotech industry have nudged past the billion-dollar mark. But 
plenty needs to be done for it to hit the $5-billion mark by 2010. BY E. KUMAR SHARMA 


BIOTECH BIGGIE 


e 
VES ts 


pons 


Figure 
FEES THE GOOD NEWS. ACCORDING TO A RECENT 

survey conducted by BioSpectrum-ABLE 
(Association of Biotechnology Led Enterprises), the 
Indian biotech industry has crossed the billion-dollar 
mark. Just last year, the industry's revenues were 
estimated by the same association at $788 million, or 
Rs 3,475 crore. The number of companies has jumped 
to 280 from 235 (it was 150 the year before that), and 
now the buzz is the industry is on track to breach the 
$5-billion, or Rs 22,000-crore, mark by 2010. The 
global market is estimated to be worth $91 billion 
(Rs 4,00,400 crore) with India's share in it at a 
modest 1.1 per cent at present. 

Now, the bad news. There's a lot of hype in the 
industry. Talk to some leading and serious players, and 
you are likely to be hit by a barrage of questions: how, 
for instance, are we defining biotech (technically 
speaking, making beer and bread can also be consi- 
dered biotech activity)? Do the revenues of some of 
the better-known companies (see Biotech Biggies) in the 
industry add up anywhere close to the billion-dollar 
mark? (No, they don't.) Finally, how on earth are we 
going to hit the $5-billion mark, even if biotech is 
loosely defined? *If $5 billion is to be reached by 
2010, it obviously means more biotech products 
have to be sold, which means those many will have to 
be approved first, and therefore there is need for 
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creating a regulatory pathway that ensures commer- 
cialisation of more products," says Kiran Mazumdar- 
Shaw, Chairman and Managing Director of Biocon 
and the first lady of Indian biotech. The country, 
she feels, needs a regulatory environment that is 
conducive to the development of drug discovery 
process. There's also a need to develop the scientific 
skill base and increase interactions between the indus- 
try and academia. That's beginning to happen now, 
but could well do with some increased pace. 

As for the total revenues of the industry, Varaprasad 
Reddy, Managing Director of Shantha Biotechnics, feels 
that "the problem is that at times we tend to define it 
very loosely". According to him, biotech should mean 
scientific manipulation of living organisms, especially 
at a molecular level to produce useful products. Focus, 
he feels, should be on pure and high-end biotech. 
That kind of work, he says, is very limited in India and 
unlikely to happen without big investment. Unlike 
in the us, there is very little of vc and federal funding, 
especially into the private sector. ^We invest across the 
country what global companies invest individually," he 
points out. A case in point could be funds from the 
Department of Science and Technology. At around 
Rs 150 crore per annum, it amounts to precious little. 
So, circa 2005, biotech's $5-billion mark looks like a 
nice dream and nothing more. 


Unfair advantage 


fora 


select few. 


Presenting the BlackBerry 71009" 


@ BlackBerry 7100g™ gives you an edge over others. Its advanced 'Push Technology enables you to get and send 


-emails along With attachments. So, rather than retrieving emails, you can actually let your emails find y 
"in control virtually 24x7, no matter where you are. This powerful, w 


. like SureType " technology, speakerphone, Bluetooth" and lots more 


ou. And be 
ireless, emailing mobile, comes with fe 


Go on acquire it. You'll get the adve 


a 
| «+ Phone * Email+SMS * Organizer * Browser * SureType" * Speakerphone * Bluetooth* 


d 


e 


details, call: £ 


' from Airtel. Wireless emailing redefined 


ALSO AVAILABLE: 


Express Yourseli 
f 





Say z . >> z € T 


bt trends 


Now, State-Owned Low-Cost Carriers 


State governments draw up plans to launch no-frills carriers of their own. 


HERE'S A NEW AIRLINE ENTREPRENEUR ON THE 

block: Kerala's Chief Minister Oomen Chandy. At 
a cost of Rs 300 crore, the state government wants to 
launch a low-cost airline of its own that will compete 
with Indian Airlines and Air-India Express to fly pas- 
sengers on the Kerala-Gulf sector, where the local 
traffic is heavy. To be christened Kerala Airlines, the 
state carrier will have a fleet of three big planes and 
three small ones. *We are in the process of undertaking 
a feasibility study to understand the costing, possible 
revenue sources and cities to be connected," says 
Cochin International Airport Company Ltd (CIACL) i T 
Managing Director V.J. Kurian. The state govern- Kerala Chief Minister Chandy: Bitten by the aviation bug 
ment and CIACL are expected to hold a combined 
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stake of 26 per cent and the rest will be offered to 
financial institutions and high-networth Keralites. 
Kerala's aviation bug seems to have infected other 
states too. The Madhya Pradesh government has already 
commissioned consulting firm Feedback Ventures to con- 
duct a pre-feasibility study on its proposed airline, 
which could be called Khajuraho Airlines. Says Raghav 
Chandra, MD, MP State Industrial Development 
Corporation Ltd: *We are looking at various options of 
connecting MP with six neighbouring states and also ma- 
jor towns (like Khajuraho, Indore, Bhopal and Gwalior) 
within the state." Chandra says that depending on the 


feasibility report, the state may decide to launch an 
airline on its own or rope in equity or strategic partners. 
Utrar Pradesh is another state that toyed with a simi- 
lar idea but without success. However, for the harried 
tourist in India, newer airlines connecting smaller 
towns and tourist destinations should be good news. 
Says Subhash Goyal, Chairman, Stic Travel Group: 
"The states are fast realising that they cannot depend 
on the central government for air connectivity or pri- 
vate operators to offer cheap travel within the state." 
Let's just hope the state carriers take off. 
KUMARKAUSHALAM 





FDI 


China's Loss, India's Gain? 


F CHINA COOLS DOWN ITS ECONOMY AND REVALUES THE YUAN, DOES THAT MEAN MORE 

foreign direct investment will come India's way? What's the connection, 
you may ask? The answer is simple: the two measures would increase the risk 
of doing business in China, say economists. Therefore, companies that want 
to avoid such a risk may look at India more seriously. Says Rajeev Kumar, 
Chief Economist, Confederation of Indian Industry (Cll): “This may lead to 
some shifting of capacities to India." It's unlikely that China will revalue the 
yuan to an extent that it will slow its export-led economy and, as Siddhartha 
Roy, Economic Advisor, Tata Services, points out, "this must have been built 
into the project economics of foreign investors in China". For sometime now, 
India strategy has been seen as a risk diversification move by foreign 
investors. If China's risk perception increases, India should be its benefi- 
ciary. But as Cll’s Kumar points out, “how we capitalise on (the favourable 
change in perception) will determine how much FDI comes into India”. It's 
time North Block got moving on this. 
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is beginning to look up 
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The Palk Straits Canal 


A 150-year-old idea is nearing fruition. 


N JULY 2, WHEN PRIME 

Minister Manmohan 
Singh flags off dredging 
operations in the Sethu- 
samudram Ship Channel 
project off Rameshwaram 
in Tamil Nadu, he would 
be kickstarting a project first 
conceived 150 years ago. 
Originally proposed by an 
Englishman, Commander 
A.D. Taylor of the Indian 
Marine in 1860, it was 
periodically dusted off the 
shelves but saw no real 
progress. Until, that is, the 
Ramaswamy Mudaliar 
Committee report on the 
Sethusamudram project of 
1955 was revived by the 
NDA government in 1999 
and put into action. 

The project, which envi- 
sages the deepening of a ship 
channel across the Palk Strait 
between India and Sri Lanka at a cost of Rs 2,427 crore, will allow 
ships sailing between the east and west coasts of India to have a 
straight passage through India's territorial waters instead of having to 
go around Sri Lanka. The benefits: a reduction of 424 nautical miles 
(780 km) and nearly 36 hours in sailing distance and time. Other ben- 
efits include savings on docking charges in Colombo and better 
safety to the vessels plying the route. 

The canal's bigger promise, however, is to transform Tuticorin into 
a trans-shipment hub by taking some business away from the Colombo 
port, which gets 60 per cent of its trans-shipment traffic from India. The 
project is also expected to catalyse the development of other southern ports 
like Nagapattam and Rameshwaram and help economic activity in the 
hinterland. However, shipping ministry officials believe that Tuticorin can- 
not really displace Colombo in terms of importance as a port, since the 
bigger Indian vessels will still need to sail around Sri Lanka (because of 
à lack of canal depth) and dock at the Colombo port. Besides, interna- 
tional shipping would continue to take the route around Sri Lanka. 

The ruling party in Tamil Nadu is opposing the project on envi- 
ronmental and livelihood issues, but the real reason could be that it 
doesn't want the credit for the project—a long-standing Tamil 
dream—to go to rival DMK to which Union Surface Transport 
Minister T.R. Baalu belongs. To the others, it doesn't matter who takes 
the credit—as long as it helps Indian shipping. 
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Minister Baalu: Man of the moment 


ASHISH GUPTA 
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Gas-rich region: A | 
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Afloat 
On Gas 


CONSORTIUM LED BY GUJARAT 
State Petroleum Corporation 
(GSPC), a state PSU owned by the 
Gujarat government, has found natu- 
ral gas reserves of 20 trillion cubic 
feet (TCF) 5 km below the sea bed in 
the Krishna-Godavari basin off the 
Andhra Pradesh coast in the Bay of 
Bengal. This gas field is expected 
to yeild gas worth Rs 2,00,000 crore 
over a period of 20 years. To put 
the find in perspective, Reliance's 
gas fields in the same basin are 
reported to have reserves of 14 TCF. 
GSPC leads the consortium with 
an 80 per cent stake; the remaining 
20 per cent is split equally between 
the Noida-based Jubilant Enpro and 
the Canada-based Geo-Global 
Resources.The state PSU, which 
eamed a net profit of Rs 300 crore on 
a turnover of Rs 1,100 crore in 2004- 
05, expects to begin operations in 
the gas field by 2007. The invest- 
ment on infrastructure needed to 
exploit the gas block: Rs 1,500 crore. 
Says D.J. Pandian, Managing 
Director, csPc: "Funding our share of 
the investment is not an issue. We 
are looking at a Rs 300-500 crore iPo 
(initial public offering) in the next 6-12 
months. The project is likely to be 
funded through an equal mix of 
equity, debt and internal accruals." 
India's gas story just got better. 
KUMARKAUSHALAM 
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-A Union In A Shambles 


European Union's new President, Tony Blair, has a simple Job One: Put the EU back on rails. 





HE SECOND WEEK OF JUNE 

hasn't been too kind to the 
25-member European Union (EU). 
Even before it could fully recover 
from the double whammy of a 
"no" from two of its founding 
members—France and the 
Netherlands—on the ratification 
of its new Constitution, differences 
over farm subsidies between France 
and Britain have seen its next 
Budget (2007-2013), come un- 
stuck. The “no” from France and 
the Netherlands has come for 
purely domestic reasons. Brussels" 
directive that the concept of “a 
single European market" should 
include doctors, lawyers, account- 
ants, plumbers and other profes- 
sionals has not gone down too well 
with the French and Dutch. They 
fear that they would be undercut 
by an influx from the low-cost 
neighbours such as Poland. Says 
Charles Tannock, Member, British 
Conservative Party and European 
Parliament: *The new Constitution 
Is as good as dead." 

All the wranglings have taken 
their toll on EU's common 
currency, the euro, which has 





Bollywood's Chopra: 
The showman 
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the ad agencies. “Even if we can look at 20 per cent of the film industry, it will be 
big bucks,” says Ashish Bhasin, Director, Integrated Marketing Action Group, part 
of Lintas India. Adds Yash Chopra, Bollywoods' top-drawer producer: “Often pro- 
ducers wonder how to promote their films, and agencies can surely lend a 
sense of freshness to the whole issue.” Brands have already managed to find place 
in movies (via paid placements), but now marketers are looking at how to 
weave them seamlessly with the theme of the film. "| would say the cusp between 
entertainment and brands is just about forming," says Mindshare's Managing 
Director, Vikram Sakhuja. The agencies must be hoping that it makes a great story. 


Britain's Blair: Tough job ahead 


been on a decline since the 
beginning of this year. By the 
week ended June 18, the euro 
had dropped 1.2 per cent against 
the dollar. However, many are 
calling this dip a mere “correc- 
tion”. Says A.V. Rajwade, forex 
and treasury management con- 
sultant: “Too much is being read 
into the decline of the euro. A 
fall of 10 per cent compared to a 
rise of around 40 per cent in the 
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The Movie As A Product 
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last three years vis-à-vis the dollar 
is just a correction." 

But what does a fractured £U 
and a weak euro mean for the 
Indian economy? A squabbling EU 
is definitely not good news for 
India's exporters, but it is unlikely 
to impact Indian trade. The rea- 
son: neither has the composition 
of the EU changed nor has its tar- 
iff levels. But the bigger issue is 
whether in the short run the euro 
will continue as an alternative to 
the dollar in the currency reserves 
of central bank. According to a 
recent study by the Bank of 
International Settlements (Bis), the 
biggest seller of dollars in the last 
three years has been India, which 
has reduced its dollar assets from 
68 per cent of the total reserves to 
just 43 per cent in 2004. *That 
(the decline) will certainly dis- 
courage fresh investments in the 
euro," says Nagesh Kumar, 
Director-General, Research and 
Information for Developing 
Countries. That means India has 
little choice but to stay invested in 
the us dollar. 

ASHISH GUPTA 
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which is to market movies like a consumer product. Moving in for the kill are 
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Domestic Engines, Motors & Pumps, Generators, Inverters & Auto components. 
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HIGH-RISED 


Dear Cities 


F YOU'VE BEEN THINKING OF RELO- 
[cating to China, here's another 
reason to do so. According to 
Mercer's latest Cost of Living Survey 
2005, Chinese cities such as Beijing, 
Shanghai, Shenzen, Guangzhou 
and Tianjin—despite their booming 
economies—have gotten cheaper 
to live. How come? Two factors 
seem to have worked in their favour: 
One, the weakening of the US dollar, 
to which China’s yuan is pegged, 
and “the greater availability of west- 
em goods in the Chinese cities” that 
has resulted in lowering of expatriate 
costs, the study notes. Tokyo, how- 
ever, continues to be the world's 
most expensive city to live in, fol- 
lowed—for the first time—by another 
Japanese city, Osaka. As for India, 
Cost of living has been going up too. 
Mumbai moves up from 109 to 105 
and Delhi from 116 to 110. Banga- 
lore and Chennai, on the other hand, 
have become cheaper to live in des- 
pite their growing affluence. 


THE MOST EXPENSIVE 


RANKINGS 

MARCH MARCH CIT 

2005 2004 

1 1 Tokyo 

2 4 Osaka 

3 2 London 

4 3 Moscow 

5 7 Seoul 

6 6 Geneva 

7 9 Zurich 

8 8 Copenhagen 

9 5 Hongkong 

10 15 Oslo 

THE INDIA ANGLE 

RANKINGS 

MARCH MARCH CITY 

2005 2004 

105 109 Mumbai 

110 116 New Delhi 

I38 133 Chennai 

141 137 Bangalore 
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In Aid of Audit Committees 


KPMG launches a first-ever Audit Institute in India. 





KPMG India's Gomes: Audit committees will get more teeth now 


ji rial A NEW THREE-LETTER WORD THAT STRIKES TERROR IN THE 
hearts of company directors: Sox, or the Sarbanes-Oxley Act. The 
Act was introduced in the us in the wake of a wave of accounting scan- 
dals, and is aimed at improving corporate governance, particularly in 
the area of financial reporting. Since then, the whole concept of 
corporate governance globally has attained a new meaning and com- 
panies have had to face uncomfortable questions from regulators on 
the way they have been running their businesses, In India, too, com- 
panies listed abroad, and also those raising funds or doing business 
abroad, have had to fall in line with the stricter new standards, 
Now, they have help at hand. Last fortnight, global accounting and 
consulting firm KPMG launched its Audit Committee Institute in 
India. The Institute, which was first established in the Us in 1999, fol- 
lowed by China in January 2003, where it is called the Hong Kong 
Audit Committee Institute (HKACI), will aid independent directors 
on the boards of companies by providing them a forum to exchange 
information with other independent directors. *It will assist inde- 
pendent directors and audit committees with the challenges that the 
board members face,” says KPMG India's MD, Ian Gomes. 
Welcoming the launch of Audit Committee Institute (ACI) in 
India, Tata Sons' Director J.J. Irani points to the possibility of modifying 
the Indian Companies Act. *Today, the audit committee in a company 
assures the conscience upholder of what is right and what is wrong. One 
option could be to have the chairman of the Audit Committee as an 
independent director," he says. Irani is the Chairman of the Expert 
Committee on Company Law that has, in fact, recently recommended 
that one-third of a listed company's board should consist of independent 
directors. Stressing that the role of the members of the audit committee 
would have to be made more important, Irani suggests that it could 
become a forum where the independent directors get educated. 
KRISHNA GOPALAN 


VHHUN NVAIA 


An FMCG Rally, Thanks To VAT 


What does the revival in FMCG' fortunes on Dalal Street have to do with the Value-Added Tax? 


OMETHING CURIOUS HAS BEEN 

happening on Dalal Street. No, 
we aren't talking about Sensex's 
historic pole-vault, but the sharp 
jump in shares of FMCG companies. 
Since April this year, the Bombay 
Stock Exchange index for FMCG is 
up almost 19 per cent compared 
to the Sensex’s 8 per cent gain. It is 
true that the Rs 47,800-crore FMCG 
industry has shown signs of growth 
after almost two years of decline, 
but the modest 5 per cent growth 
doesn't quite explain the exube- 
rance on the FMCG counter. If any- 
thing, worries over the monsoon 
should have hit the stocks. 
Obviously, the stock market expects 
FMCG companies to boost profits. 
But how? 

The unlikely answer: The new 
value-added tax (VAT) that kicked in 
starting April this year. “FMCG com- 
panies are not passing on the extra 
margin they now have because of 
lower tax burden due to VAT, to 
either retailers or consumers, even 
while we have come into the tax-net 
now,” complains R. Subramanian, 
MD, Subhiksha Trading Services. 


CREDIT» 


Earlier, FMCGs followed the first 
point of sales tax, with only the 
FMCG company paying the tax, with 
no sales tax on either the retailer or 
the wholesaler. But with var, the 
entire chain comes under the tax 
net. Even with a lower 12.5 per 
cent VAT compared to 16 per cent 
excise duty for most FMCG products 
earlier, marketers are still billing 
the retailers at the old price, pocke- 
ting the almost Rs 1,000-crore mar- 
gin. That's shaving 0.5 per cent to 
2.5 per cent off the trade's margins. 


Interest Rates Firm Up 


NTEREST RATES ON CONSUMER GOODS AND HOUSING LOANS ARE ON THE RISE, BUT 
that doesn't seem to be deterring buyers. Carmakers, like Rajiv Dube of 
Tata Motors, say unless interest rates rise by 100 basis points, demand is 
unlikely to be affected. (At between 9 and 9.5 per cent, interest rates on car 
loans are up 50 basis points over a year ago.) In consumer electronics, falling 
prices have kept up demand. "So long as easy finance options are available, 
the growth rate will not fall," says Ravinder Zutshi, Deputy MD, Samsung 
India. In housing too, says Pranav Ansal, a leading developer, demand is 
not very price sensitive. "Indians link possession of a housing unit more with 
social and financial security," he says. Of course, competition among 

banks will make sure that there are always good deals going around. 
SWATI PRASAD 


Stock-taking: No, the sticker price doesn't change for you, lady 


SHOME BASU 





“It’s a very big issue with us, and 
we're fighting an ongoing battle 
with FMCG marketers on it," says 
K. Radhakrishnan, vr, Food World. 
To be sure, a few big marketers 
and retailers have already struck a 
tacit deal, where the marketer has 
agreed to compensate for loss of 
margins, though no one will pub- 
licly admit as much. But with just 5 
per cent of the trade organised, big 
FMCG companies are laughing all 

the way to the bank. 
SHAILESH DHOBAI 





Purchasing power: Price is no issue 
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Cellular Crazy 

The young adult is a growing market for 
cellular phone companies, and so is 
not-so-affluent India. 


CATCH THEM YOUNG... 
Age profile of mobile phone users 












Age profile of mobile phone users at various 
times of acquisition 


15 
29 
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More than half the phones in the last six months have 
been bought by individuals less than 30 years of age 











WHERE IS THE MOBILE 
TELEPHONE MARKET HEADED? 
Which segments intend to subscribe? 
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Which age groups intend to subscribe? 
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Currently subscribed Intention to subscribe 
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E 40-49 years E 50 years + 
Individuals in the 20-29 age group seem the most 
potential buyers in the next six months 
Source: IRS 2005 
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Manufacturing woes: Costs have been rising in the state 


Manufacturing In AP? 


That's still a tall order for industries other than pharma. 


li IS NEARLY TWO MONTHS SINCE THE STATE MACHINERY IN ANDHRA 
first sent out guarded hints on Volkswagen's plans to set up a manu- 
facturing facility in the state. There is, however, still no official 
word from the company on its plans. But the question that everybody 
seems to be asking, with or without the German project, is: Where 
are the vendors needed for any major auto unit? Take Vijayawada, 
for instance, where the state is upgrading an auto components clus- 
ter. Out of the 1,600-odd units there, most are servicing units and only 
30 to 40 manufacture components. 

It is not auto alone. Ask those in the government why the state has 
been unable to replicate its success in rT and pharma in manufactur- 
ing, and they'll tell you that manufacturing has not received the 
level of attention it ought to have. Early in June, the Confederation 
of Indian Industry (Cir) put out the findings of its business outlook sur- 
vey of the five southern states (Andhra Pradesh, Karnataka, Kerala, 
Pondicherry and Tamil Nadu). The survey indicates that while the state 
recorded robust growth in sectors such as IT and agro-based industries 
in 2004-05, its manufacturing sector was hit by increasing raw material 
costs, lower profit margins and competition from cheap Chinese 
products. Narender Surana, MD, Surana Telecom and past chair- 
man of the Andhra Pradesh State Council of Ficci, says what is 
needed is a two-pronged approach. “We need tax incentives and the 
state's focus on thrust areas in terms of regions and products," he says. 

In the current year, the state is implementing two schemes to 
upgrade two industry clusters. One is the auto components cluster in 
Vijayawada and the other, the pharma cluster in Hyderabad. The two 
schemes—funded mainly by the Centre and cluster companies— 
will cost nearly Rs 130 crore and will be completed by December 2007. 
That apart, in the current year too, it intends to upgrade 10 industrial 
estates across the state. Recently, Nano-Tech Silicon India, a South 
Korean-led venture, did the ground-breaking for its chip-manufacturing 
unit near Hyderabad. But whether the state government's new initia- 
tives are enough to lure other big manufacturers remains to be seen. 

E. KUMAR SHARMA 


Gears LIMITED 304-A, Shanthi Gears Road, Singanallur, Coimbatore - 641 005, Tamilnadu, India. 


Ph : 91 - 422 - 2273722 to 34 Telefax : 91 - 422 - 2273884 | 85 E-mail : info@shanthigears.com Internet : www.shanthigears.com 
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^The Issue 
Is Not 
Poverty 
Level, But 
Reduction" 


[ore DEATON, DWIGHT D. 
zisenbower Professor of 
Economics and International Affairs 
at Princeton University, and Valerie 
Kozel, senior economist at the 
World Bank, are old hands at study- 
ing and writing on Indian poverty. 
They were in India recently to 
launch their new book “The Great 
Indian Poverty Debate”. wi's Ashish 
Gupta met up with Deaton to dis- 
cuss poverty, the problem with sam- 
pling in India, and what needs to be 
done. Excerpts: 


Why is there so much divergence 
regarding the number of poor in India? 
The World Bank says 35 per cent, 
India's Planning Commission says 26 
per cent, and some other economists, 
like Surjit Bhalla, 15 per cent. 

First of all, the levels of poverty 
are less important than the rate of 
change because the levels can be 
quite arbitrary. The question basi- 
cally is, how quickly is poverty 
coming down in the country? But 
the real discrepancy lies in the 
sources of the data. If you look at 
consumption from the National 
Accounting System, then it is grow- 
ing much more rapidly than in the 
National Sample Survey (NSS) data. 
So if you are Surjit Bhalla, you 
basically use the national account- 
ing data and you change the house- 
hold sample survey data to situate it 
with the national accounting data. 
And that way you get very rapid 
poverty reduction. 
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Poverty Gurus: World Bank's Valerie Kozel and Princeton’s Angus Deaton 


But that’s basically assuming 
before you start the fact that the 
growth in GDP is being shared 
equally among the poor. But I 
wouldn't want to make that 
assumption. Then, I am forced to 
use household survey data. And 
the household survey data shows 
that consumption is not growing as 
fast as the GDP. And it is this big 
difference between the rates of 
growth that is really the reason 
for such wide divergence; it allows 
people to have different opinions 
even to the extent of saying that 
nothing really has changed for the 
poor over the years. 


So what according to you is the best 
way to calculate poverty? 

I really don't know what is the best 
way, but any such study should 
meet India's needs. But there are 
things that need to be sorted out. 
First, we have to get the Nss to do 


the survey in a consistent man 
and not change the methodok 
every now and then. 

Secondly, I would also w: 
some outside agency to look at 
samples used, because it will 
away with the discrepanci 
Thirdly, there are certain item: 
the consumption basket that shc 
be removed. For example, depc 
in banks. According to me, p 
people hardly bank in India. 


Lastly, according to you, what is 
percentage of poor in the country: 
I would stick to my earlier n 
bers. For rural households the h 
count ratio has fallen from : 
per cent in 1993-94 to 30.2 
cent (1999-2000), and for the w 
poor, it is down from 32.9 per 
to 24.7 per cent for the s; 
period. So some progress has l 
made, though not as much as 
would have liked. 








On the surface, a business is a business, 
no matter what size or industry. 
You develop a product or a service 
You market it 
You distribute it 
You sell it 
And in between, you strive to do the whole process more 

efficiently and profitably than your competitors 
It's not rocket science. In fact, it's pretty simple — 


until you factor in the not-so-simple things that make 


doing business in your industry so complex 


These are the things that keep you up at night. 
These are the things that can mean the difference 


between success and failure. 





UNDAMENTALLY DIFFERENT. 








vou don't want to buy more than you need. So we have modular solutions that enable you t 






precision and within budget 





We recognize you want a system that will work with w 
leverage your existing investments and keeps your options open for the future. SAP has 33 yea 
some of the world's most successful companies 

Tell us which industry you work in and get a free industry specific SAP CD, where you'll find all the answers to 
your questions and valuable insights from SAP. Send in your details to info.india 9 sap.com 


For more details log on to sap.com or call toll-free on 1600 44 5959. 
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THE BEST-RUN BUSINESSES RUN SAP . 
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THE BT 


Dalal Street learns to rock. 
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a BULLISH MOOD IN THE MARKET NOW 
is so strong that it has totally ignored 
two big negative points (international oil 
prices crossing the $60/barrel mark or 
Rs 2,640 and a faltering monsoon) to 
reach much higher levels. The 87 50 Index 
has hit a peak of 269.76 points. As expec- 
ted, most sectoral indices too have hit 
their peaks, the exceptions being BT BFI 
and aT Pharma. But expect a correction 
once this ri! money-induced frenzy settles. 
Our flagship free float methodology- 
based index—ar 50—has completed two 
years now. The free float methodology 
has several advantages: first, it considers 
only the value of stocks freely available 
in the market (after excluding the part 
held by promoters and other strategic 
investors) and the weightage assigned to 
individual shares is more representa- 
tive than the market capitalisation-based 
methodology; second, it takes care of 
the perpetual selection dilemma 
regarding closely-held companies. For 
instance, the inclusion of these compa- 
nies may distort the index based on total 
market capitalisation methodology, but 
dropping them altogether may reduce 
its representative character. The free 
float methodology facilitates inclusion 
of large closely-held companies but 
assigns them a lesser weightage. After 
the success of our broad market free 
float index (that the Sensex subsequently 
decided to adopt this is testimony to the 
efficacy of the free float method), we 
decided to launch sector indices using 
the same method. While the general 
index captures the overall movements 
(covering several sectors), sector indices 
capture the movements in individual sec- 
tors. All these indices have a common 
base period (January 1, 2002). The 
weightages are reassigned every quar- 
ter after companies declare their own- 
ership details. The base value of all BT 

indices is 100. 
NARENDRA NATHAN 
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The Beginning Of Consolidation? 


The Centurion Bank-Bank of Punjab merger could be the first of many 
more to come. BY KRISHNA GOPALAN 


que PROPOSED MERGER BETWEEN CENTURION BANK AND BANK OF PUNJAB (BOP) COULD JUST 
set the ball rolling for consolidation in the private sector banking space. The boards 
of the two banks will meet on June 29 to finalise the details of their marriage. There are 
obvious synergies that will accrue. Bank of Punjab has a strong presence in the North while 
Centurion Bank is well placed in the West and South. “There is also a segment synergy. 
While Bank of Punjab has a strong presence among SMES, we are strong at the retail end," 
says Centurion Bank Managing Director Shailendra Bhandari. *The positive feature of 
the deal is that it is a market-driven merger where the investors have decided to pool 
resources," says Ashvin Parekh, Partner and National Industry Leader at Ernst & 
Young, adding: *What impresses me most is the quality of management." The merged 
bank will have a staff strength in excess of 2,500. 

Both banks are listed and the scrips of both have been range-bound recently. On the 
BSE, the Centurion Bank scrip moved down 1.97 per cent from Rs 15.20 on June 20 when 
the merger was announced, to Rs 14.90 on June 27. The Bor share has also been flat, 
moving from Rs 33.40 to Rs 33.50 during this period. The Bank of Muscat has a stake 
of close to 26 per cent in Centurion Bank. The promoter group at Bank of Punjab owns 
about 27 per cent of its equity, while 48.7 per cent is with the public. The former earned 
a net profit of Rs 25.11 crore on a total income of Rs 410.55 crore in 2004-05. The cor- 
responding figures for Bop for the first nine months of 2004-05 (it still hasn't announced 
its results for the full year) are Rs 12.01 crore and Rs 303.04 crore, respectively. 

Analysts are quite upbeat about the development. “There is a need for consolidation 
in the private banking space, although it will finally depend on the fundamentals of 
each case. Smaller banks will have to consolidate to survive," says Rajeev Thakker, 
Head Of Research at Parag parikh Financial Advisory Services. 





















Centurion Bank Chairman 
Rana Talwar: Starting a trend 


FDIS 


Posco's On In Orissa 


T'S NOW OFFICIAL. THE POHANG STEEL COMPANY (POSCO) OF SOUTH KOREA, THE FIFTH 

largest steel producer in the world, has signed a memorandum of under- 
standing with the Government of Orissa to set up a 12-million-tonne steel plant 
in Paradip at a cost of $12 billion (Rs 52,800 crore). According to the agre- 
ement, Posco will build a 3-million-tonne plant by 2010 and ramp up capacity 
by 3 million tonnes every two years over the next six years. Orissa also granted 
a 30-year iron ore mining lease to POSCO, which will yield 600 million 
tonnes of iron ore for the new plant. This is India's largest FDI (foreign direct 


investment) project till date. 
ARNAB MITRA 


POSCO Chairman Ku-Taek Lee: 
We are in India, finally! 





Presenting 
India's first 


Mutual Fund. 


The only Mutual Fund 
with a 'Variable AMC Fee' 
based on fund performance.* 


Ever wondered why Mutual Funds are called Mutual Funds? They collect money from a number of investors, like you, and invest it for them, In return 
you pay them an amount as fees. This is what makes this business mutual. But, then, why do you pay this fee irrespective of the scheme's 
performance? So, is your Mutual Fund truly mutual? 


Ai Sahara Mutual Fund, we truly practise the term 'Mutual'. For the first time ever in India, we are proud to launch a "Variable AMC Fee’, wherein 


the fee is linked with the fund's performance. For us, 'Mutual' is not merely a financial word before fund, it is the concept that drives our 
business...this is what makes us Sach Mein Mutual’. 


SAHARA 


www.saharamutual.com 
E-mail: customercare@saharamutual.com 
“Applicable for forthcoming schemes: Sahara Wealth Plus Fund and Sahara Liquid Plus Fund. 
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THE POWER TO LOOK WITHIN. 
THE POWER TO CONTEMPLATE 
THE MYSTERY OF LIFE. THE 
POWER TO START AGAIN WITH 
A CLEAN SLATE. THE POWER 
TO LEAVE SPACE FOR IDEAS 


THAT HAVEN'T BEEN THOUGHT 
OF YET. THE POWER TO LET 
YOUR IMAGINATION FILL THEM. 


Call 1600-338022 or write to pseries@in.ibm.com 
» 





.. Ranbaxy Vs Merck 


The Indian drugmaker fights Merck's decision to delist patents. 


MERICAN DRUG GIANT MERCK'S MOVE LAST SEPTEMBER TO DELIST 

two of its patents covering its anti-cholesterol drug, Zocor, has sent 
generics manufacturers into overdrive. From the start of this year, Ivax 
Pharmaceuticals, a us-based generics major, and Ranbaxy of India have filed 
Citizen's Petitions (cp) in the Us courts requesting the Us Food and Drug 
Administration to reinstate Merck's patents on its book of patents, popu- 
larly referred to as the Orange Book. Why? A generic manufacturer loses 
the regulatory and legal grounds for getting 180-day marketing exclusivity 
if the innovator company delists the patents under challenge. (Those 
who track patents say that the marketing exclusivity is meant more as a con- 
ditional incentive and not a right.) Both Ivax and Ranbaxy want market- 
ing exclusivity because such a concession allows them to charge higher prices 
for the generic copy. Zocor (molecule name is simvastatin) is a $4-billion 
(Rs 17,600-crore) drug, whose patent expires in June next year. 

Merck sympathisers say that it went in for delisting after the FDA revised 
its listing rules to say that a drug must claim the active ingredient and not 
just a metabolite (an example of the difference: antibiotic amoxicillin, which 
the body turns into ampicillin, the active ingredient; as a drug it is delivered 
in the amoxicillin form for better oral absorption). Ivax, which was the first 
to challenge Merck's patents, was told by the Federal Trade Commission 
(FTC) that it could not be given any exclusivity since patents had been with- 
drawn. Ranbaxy, which filed its cp following the FTC response, says that 
“its 180-day exclusivity on the 80-mg strength for simvastatin should be 
restored”. Analysts, on their part, are waiting to see if such delistings will 

: be a one-off event or become a standard ploy by Big Pharma to keep gene- 
Ranbaxy CEO & MD Brian Tempest: rics players out of lucrative markets, 
Battling it out E. KUMAR SHARMA 
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AGRICULTURE. 


Weather Beaten 


T INDIAN FARMER CAN NOW INSURE HIMSELF AGAINST THE VAGARIES OF THE 
weather. ICICI Lombard General Insurance Company has launched a 
Weather Insurance Policy in 46 districts of Andhra Pradesh, Tamil Nadu, 
Rajasthan, Maharashtra and Punjab after successfully running a pilot project 
in the first three states over the last two crop seasons. The company hopes to 
add five-to-six more states in the next rabi season. Says Smita Aggarwal, Head, 
Rural & Agriculture Business Group at ICICI Lombard: “As you increase the geo- 
graphical spread of the coverage, you hedge your risks better." Data on rain- 
fall in each area is generated on a daily basis. If, for example, sowing is affected 
due to less than optimal rainfall, a farmer can claim compensation on account 
of the deviation from the ideal rainfall. Payouts to farmers are quick and 
paperless, she says. Aggarwal clarifies that weather insurance is different from 
crop insurance. For example, there could be times when the crop fails for rea- 

sons other than the weather. The policy does not cover such eventualities. He's insured: Now he can € 

E. KUMAR SHARMA afford to smile 





A. PRABHAKAR RAO 
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We're glad India's largest companies walk over us. 





B.K. RAMESH 
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Matrix Outbound 


Matrix stuns markets with a European acquisition. 


E IS BEING CALLED THE LARGEST ACQUISITION EVER EXECUTED 
by an Indian pharmaceutical company. Less than 20 days after 
acquiring Strides Arcolab, an over Rs 400-crore, Bangalore- 
based formulations company, N. Prasad, Chairman and CEO of the 
Rs 637-crore Matrix Laboratories, announced his company's 
move to acquire a controlling stake in Belgian drug company 
Docpharma Nv for $263 million (Rs 1,157.2 crore). Matrix 
will finance the transaction through a combination of cash in hand 
and bank borrowings. Later, it may consider a public issue, the 
proceeds from which may be used to retire the bank loan. The 
deal places Matrix among the top five pharma companies in the 
country. It currently ranks #12. 

Says Prasad: "The acquisition of Docpharma accelerates 
our evolution as a growing force within the global generic 
pharmaceutical industry. This transaction allows us to gain 
direct access into the under-penetrated, high-growth generic phar- 
maceutical markets of Belgium and southern Europe.” 
Docpharma’s core competence lies in product selection, branding 
and marketing and distribution; these will complement Matrix’s 

strengths in product development and manu- 

facturing, adds Prasad. 
Analysts point out that the deal will give 

Matrix access to Belgium and other European 
markets where generics players have only a 

small presence. Generics account for less 
than 5 per cent of the $4.4-billion (Rs 19,360- 
crore) Belgian pharmaceutical market. 

Does Matrix still have the appetite for 
acquiring more companies? *Our plate is 
full at the moment. We have achieved 
critical mass in terms of our vertical 
integration and will now have to focus 

on consolidation," says Prasad. 
That's a good idea. The success of 
the two takeovers will depend cru- 
cially on how Prasad manages the 
synergies that exist between the 
companies. Says a Mumbai-based 
analyst: *In such cases manage- 
ments tend to get stretched." Also, 
not everyone is clear on the valua- 
tion and whether it is fair. Some 
feel this may be sign of the likely 
valuations, and the fact that 
European valuations are perhaps 
coming in line with (higher) us 
valuations. There's clearly need for 

more clarity on the deal. 
E. KUMAR SHARMA 


Matrix's Prasad: 
In acquisition mode 


















Space, here we come! Krishan Dhawan, 
MD, Oracle India (L) with Bhagat 


LIFTOFF» 


Oracle’s Space 
dyssey 


ODE JOCKS WILL SOON GO TO SPACE, 
courtesy Oracle. Or, at least one of 
them will. Oracle has launched a con- 
test, in partnership with Richard 
Branson's Space Adventure, with a 
unique first prize; a sub-orbital space 
flight—the winner will get to experi- 
ence weightlessness and also view 
Earth from 100 km away. “The con- 
test (which runs from June 1 to August 
31, 2005) is designed to promote Java 
and Service Oriented Architecture,” 
reveals Somesh Bhagat, Senior Director, 
Marketing, at Oracle, and is open to all 
software developers in India, Korea, 
Australia and Singapore. A total of 12 
quiz contests will be held on a wide 
range of topics; each contestant has to 
pick a topic and a correctly completed 
quiz is treated as an entry. At the end of 
August, all correct entries go into a lucky 
draw scheduled for September 14, 
which will decide the winner. The run- 
ners-up and other winners will receive 
Mac PowerBooks, Apple iPods and 
Star Wars DVDs. The Asia-Pacific 
region is set to become the largest mar- 
ket for software developers by 2006 
and India is tipped to lead the growth. 
“People want to move to global stan- 
dards of Java and this is the perfect 
opportunity for them to discover it,” 
explains Bhagat. Oracle already has 
2.5 lakh professional developers in India 

and is looking to add to that number. 
AMANPREET SINGH 





VERY KHARIF SEASON, THERE ARE INCREASED LEVELS OF 

interaction between the Ministry of Agriculture 
and the Indian Meteorological Department (IMD). 
Every Monday morning beginning April, top farm 
ministry officials meet departmental heads of IMD to 
take stock of the monsoon. At the June 20, 2005 
meeting, IMD officials dropped a small bombshell: the 
monsoon, which was expected to be normal this 
year—around 98 per cent of the long-term average— 
had suddenly weakened in the middle of June. It had 
also bypassed large parts of the country—Andhra 
Pradesh, Gujarat, Orissa and Madhya Pradesh. Will this 
impact the economic boom we’re experiencing? 

S.R. Kalsi, Assistant Director-General of IMD, informs 
that there has been a 49 per cent shortfall in rainfall by 
June-end. *But there is no need to press the panic 
button because there's still time for the monsoon to pick 
up." Senior agricultural ministry officials agree. “If the 
rains fail in July, then we can say goodbye to a good 
kharif crop. But June is just the sowing season; the trans- 
plantation method for rice cultivation and the use of 
short duration crops could help farmers tide over this 
crisis," says a senior official in the ministry. So, it is fair 
to say that we still don't know whether we will have a 
normal monsoon or bumper crops this season. 

But monsoons are no longer as important as they 
were, say, 10 years ago. Statistics show that the co-rela- 
tion between agricultural production and industrial 
growth and, therefore, overall growth, has weakened 
considerably over the last past few years. In other 
words, the Indian economy has developed a mechanism 
to cope with failed or weak monsoons, A recent study 
by the National Council of Applied Economic Research 
shows that this correlation—between agricultural pro- 
duction and industrial growth—had dropped to 0.13 
for the 1999-2003 period from 0.90 for the 1994-98 
period. The proof: the Indian economy has clocked 
manufacturing growth rates in excess of six per cent, 
despite bad monsoons in 2002 and 2004. Moreover, 
the declining share of agricultural sector in the overall 
GDP—it has fallen from 25 per cent in 1995-96 to 20 
per cent now—ensures that poor agricultural growth, 
at worst, limits India's GDP growth to around 6 per cent. 

The earlier link between farm income and rural 
expenditure, too, seems to have loosened. The increa- 
sed penetration and popularity of various types of 
financial products offered by both the banking and non- 
banking sectors, especially for the purchase of consumer 
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Monsoon Woes 


Rains still bring succour, though they are not as important as in the past. 





Will the rains come? Even if they don't, he's happy 


goods, has been a big factor in this. The increasing share 
of non-farm incomes in rural households is another 
important factor behind this trend. 

Similarly, the demand side linkages, too, seem to 
have undergone some transformations. A bad agri- 
cultural year now does not necessarily mean a dis- 
ruption in the normal supply chain or an increase in the 
prices of raw materials, The reason: greater integration 
of India with the global economy ensures increased and 
easier imports of raw materials. Again, buoyant farm 
exports—20.3 per cent (compared to total exports 
last year) in 2002-03, 21.4 per cent in 2003-04 and 
24.4 per cent in 2004-05—mean the Indian farmer is 
less dependent on the domestic economy for sustenance. 

So, how important is the monsoon to the well 
being of the Indian economy? Still significantly so, 
despite its declining importance, say economists. First, 
even today, only about 40 per cent of the land is irri- 
gated; the rest still depends on the monsoons. Secondly, 
67 per cent of the Indian population—mostly the 
poorer section—still depends on agriculture and any fall 
in output hurts them the most. Further, the long-term 
decline in investment in agriculture—from 1.2 per 
cent (of total investments in agriculture) in 1982 to just 
0.4 per cent in 2004—has resulted in a stagnation of 
farm output and falling productivity. And when mon- 
soons fail, lots of people get hurt. 

ASHISH GUPTA 
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PUTTING OUR SOLARIS™ PARTNERS 
TEN MOVES AHEAD 


le APPLICATIONS CAN RUN UP TO 30 TIMES FASTER 
i ACCESS TO OPEN SOLARIS AND OVER 1,600 PATENTS 
IP INDEMNIFICATION 


REAL TIME APPLICATION DEBUGGING WITH SOLARIS 
DYNAMIC TRACING 


AUTOMATED WORKLOAD MANAGEMENT WITH SOLARIS 
CONTAINERS 


AUTOMATED AVAILABILITY SERVICES WITH PREDICTIVE SELF-HEALING 
WORLD'S MOST ADVANCED SECURITY FEATURES-BUILT IN 


SAME OS ON MORE THAN 360 SPARC®, AMD OPTERON™ AND 
INTEL SYSTEMS 


ACCESS TO 85% OF FORTUNE 500 IT ORGANIZATIONS, RUNNING 
THE SOLARIS OS 


10. APPLICATION GUARANTEED FROM RELEASE TO RELEASE, 
PLATFORM TO PLATFORM * 


MOVE AHEAD TODAY WITH SUN AT SUN.COM/PARTNERS/10MOVES 
OR CALL TOLL FREE 1600-338-072. 
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Made from sugar. But has no calories; E. 








E 
ZERO is made from sugar, tastes like sugar but has no calories. Wondering ti rs] ble? Well, it involves a multi-step pro ti 
all the natural sweetness of sugar while totally removing the calories, mak tect choice for diabetics and the healt? 
INDIA'S FIRST ZERO CALORIE SWEETENER 
+ 
Each tablet of Zero (active ingredient: Sucialosa) is a zero calorie sweetener os per US FDA Hassificotions. Zero is nor a din best result, vse in combingtion with a regimen of exercise and o planned diet 


Not recommended for children, Artificiol sweetener for dicbencs and coloue canc i all ionding stones ond chems) outlets 





Great quality, that’ 


If you want to see a great fuel station in action, stop by at Club 
Courteous service that puts you at ease from the moment you drive 





The promise of good fuel through a series of state-of-the-art quality checks Plus 
host of other services like s! f iurants, ATMs, rest rooms, and much more 
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THIS IS DOGBERT'S 
TECH SUPPORT. 
HOW MAY I ABUSE 
YOu? 


WHY WOULD YOU 
COMPLAIN ABOUT 
GETTING FREE 
PAPER? 


EGAD, MAN! LOOK 
AT THE QUALITY OF 
THE FREE PAPER 
COMPARED TO YOUR 
LOUSY REGULAR 
PAPER! 


NOUJ THAT YOU 
MENTION IT, 
IT DOES SEEM 
SILKIER. 


44 BUSINESS TODAY JULY 17 2005 


j= - 1 -—— 39. a 


MY PRINTER 

PRINTS A BLANK 
PAGE AFTER $ 
EVERY DOCUMENT. £ 


FREE? ISN'T IT 
JUST GIVING ME 
MY OUJN PAPER? 


ONLY A FOOL OR 
A LIAR WOULD 
SAY THEY LOOK 
THE SAME! 


WHAT I'M HELPING 


ARE YOU PEOPLE 

DOING? ACCEPT THE 
THINGS 
THEY CAN'T 
CHANGE. 








Interglobe's Bhatia: Ready for takeoff 


Indios 
Flight 


T WAS DAY FIVE OF THE 2005 PARIS 
Air Show; Airbus executives were 
ecstatic. IndiGo Airlines had just 
placed a massive $6-billion 
(Rs 26,400-crore) order for 100 
Airbus A320 aircraft to be delivered 
over the next 10 years. Indi-who? 
IndiGo Airlines is promoted by 
Delhi-based travel house Interglobe 
and former CEO of US Airways 
Rakesh Gangwal. "The sector is 
opening up and we want a slice of 
the pie,” says Rahul Bhatia, 
Managing Director of the Rs 1,000- 
crore Interglobe. “We are close to 
filling our key positions. We plan to 
be a low-cost domestic carrier.” 
Gangwal, who was in India to 
attend his niece's wedding, was 
not available for comment. 
The airline is being started with 
Rs 400 crore in funding. Interglobe 
is putting in 75 per cent of this and 
Gangwal the rest. According to 
Bhatia, there are no immediate 
plans of approaching financial 
institutions or other venture capi- 
talists for more funding, though 
he does mention that the com- 
pany might tap the capital and 
debt markets for funds in future. 
IndiGo will start operations next 
year. "We plan to have 15-17 
planes flying by the end of 2007," 
he says. However, unless there 
is greater clarity on the source of 
funding, such statements will be 
taken with large doses of salt. 
KUSHAN MITRA 
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FOR DECADES, THE WORLD HAS KNOWN IBM AS A TECHNOLOGY COMPANY. AN INNOVATOR IN 
‘COMPUTING AND ALL THINGS DIGITAL. BUT THERE IS A SIDE OF IBM YOU MAY NOT KNOW. AN 
IBM THAT IS A RESOURCE FOR BUSINESS INSIGHT, INDUSTRY EXPERTISE AND AN ENTIRELY 


DIFFERENT KIND OF BUSINESS INNOVATION. 


KL MET THE OHER OM 


There's a side to IBM called IBM Business Consulting. It's the Other 
IBM that partners with its clients to create value for their customers, 
-shareholders and employees. Here's an organisation that combines an 
- extraordinary level of experience, intellectual capital, innovation and 
operational expertise to solve contemporary business problems and 
transform critical business processes. 


The Other IBM is a strategic resource of unique depth and scale. 
For each engagement, whatever its scale, IBM Business Consulting 
- mobilises the right resources from its global network. A culture of 
thought leadership that delivers competitive advantage for the success 
- of your business. 


So, what are your most pressing issues? Are you worried about 
* strategy and change in your industry? Do you need a new point of 
_ View? The Other IBM comes to your rescue. 


© 





-IBM Business Consulting can help you identify non-traditional 
competitors and understand which parts of your business need 
differentiation, how to allocate resources, and how to align business 
and IT strategies. 





Seen Cini; dintinis ia PANNE MERE 


| ua capital, innovation and operational expertise to solve 
contemporary business problems. 





REC a y aana a CHR 
soars. IBM Business Consulting helps you identify resources that can go 
directly to the activities that deliver the maximum return — and match 
costs with revenue. 
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business that they miss game changing developments. IBM Business 
Consulting helps businesses in 17 different industries, identify and cope 
with transforming change in core business processes and structures. 





I Is Gua LFU iei troc UEM 
challenge,” wrote Chief Executive magazine, “wouldn't you like to have 
the world's best scientists solving it? And wouldn't it be great not to pay 
their salaries, just rent their minds? That's what IBM offers." 


THE OTHER IBM IS READY TO HELP YOU. 

IBM Business Consulting is a unique partner that provides completely 
new ways to help clients identify, create and deliver business value. 
Our approach begins with industry points of view based on years of 
experience working in multiple industries. We identify the endgame, 
then develop strategic road maps of how to get there. Only IBM has 


. the ability to design, manage and operate those solutions in more ways 


than anyone else. Most importantly, IBM is accountable for business 
results based on tangible business performance metrics. 





OSM igy 





SIAL ESAN yad ii i . ee ee 





BIO-SKETCH 


Chairman/ Aditya Birla Group 








At 38, Kumar Mangal 
has already done m: 


| most others get to d life 
He's transformed a hideb 


conglomerate into a 


canines giant that’ S globally competitive. How did he do 






AD KUMAR MANGALAM BIRLA 
been a director or a writer, 
he would have made a movie 
like the Wachowski broth- 
ers’ Matrix or penned a 
: ic book like C.K. Prahalad and Gary 
 Hamel's Competing For The Future. That's a 
pothesis. The 38-year-old Birla, he informs. 
.. you, has no plans of making a movie or writing à 
book; the hypothetical trivia is instead a conven- 
-ient window into the mind of a man who, as a 28- 
year-old, rose to the challenge of turning a spraw- 
- ling and hidebound family business into a modern 
conglomerate. It points to a man who, despite 
being only 38 today, thinks and acts like one 
vastly more mature (he was only 31 when Sebi 
appointed him to chair a path-breaking committee 
on corporate governance—a pointer to the fact that 
he's thought of in the same league as Ratan Tata, 
Deepak Parekh and N.R. Narayana Murthy, all of 
“them considered eminence grises of India Inc.). It 























daries of his sprawling business empire not by 
issuing edicts, but by getting his people to buy into 


organisation that can create value; anything else is 
a subset of that," declares Birla. “There is an 
element of legacy here, but I don't see myself as a 


acting his age. BY PRIYA SRINIVASAN 


also points to a man who likes to push the boun- - 


his vision. The question, though, is, how does.. 
the Chairman of the Aditya Birla Group see him- 
self? As a custodian of the hoary Birla legacy or as: 
a catalyst of change? “My calling is to build an 


- Mangalam Empire). Not incidentally, his is also the 
most successful of all the Birla groups that were 


catalyst of change as such, only change as a subset 
of organisation building.” l : 
Don't mistake the modesty for diffidence. It's - 
simply that in the young Birla's scheme of things, 
the organisation comes first. Over the last 10 
years, the strategy of putting the organisation. 
above everything else has worked wonderf 
well. When he succeeded his father, who die 
1995 at the age of 52, the group had revenue 
Rs 8,000 crore and a market cap of Rs 8,000 
crore. Today, it racks up Rs 33,000 crore in reve- 
nues and boasts of a market cap of nearly 
Rs 30,000 crore. In that time, he has also pulled off 
a string of acquisitions at home and abroad, pro- 
fessionalised a group that long placed loyalty 
competence, and more importantly geared it to 
compete in a global marketplace. 
As a result, the Aditya Birla group today 
operates on a global scale, with manufacturing 
operations in nine countries and product sales in 
over 100, It's a world leader in viscose staple fibre, 
the world’s ninth-largest producer of cement, the 
fifth-largest producer of carbon black, A 
largest integrated aluminium producer, and also its 
fastest growing copper company (see The Kumar 


























































spawned after patriarch Ghanshyam Das (G.D.) 
apportioned assets among his sons and grand- 
sons. Says Kumar Mangalam’s grandfather, Basant 
Kumar Birla: “My style of management was no 
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THE KUMAR MANGALAM EMPIRE ^ 


His conglomerate is into everything from metals to movies. 


BUSINESSES 


HINDALCO 
GRASIM 


INDIAN RAYON 


INDO GULF 
ULTRA TECH 


APPLAUSE 
ENTERTAINMENT 


All figures in Rs crore 
+Consolidated turnover 


different from my father’s (G.D.) 
and Aditya’s was about 20-25 per 
cent different from mine, but 
Kumar Mangalam’s is completely 
different.” 


hat’s actually saying a lot. 

| In traditional marwari busi- 
ness families, scions aren't 
expected to have a mind of their 
own. Typically, they are expected to 
continue family traditions and cus- 
toms, and play the benefactor babu. 
In Kumar Mangalam’s case that’s all 
the more surprising, given that he— 
being the only son—was personally 
groomed by his father. In fact, 
Aditya Vikram started involving his 
son in the family business when he 
was not yet 20. Even as a college 
student, the young Birla would hang 
around his father's office just 
watching him at work and picking 
up lessons in the art of manage- 
ment. And when Kumar Mangalam 
returned from London with an MBA, 
he was sent to Hindalco's Renukoot 
plant in Uttar Pradesh to cut his 
teeth (see Not Just His Father's Son). 
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^ Does not list subsidiaries and JVs overseas; of which there at least 25 in countries ranging from Thailand 
to China to Indonesia to Canada 


REVENUES * PROFITS 


Somewhere along the way, it 
seems, Kumar Mangalam developed 
a distinctive mind of his own. If 
his father Aditya Vikram ran the 
group with the zeal of an entrepre- 
neur, Kumar Mangalam does so 
with the passion of a coach: building 
a great team, setting the goals and 
then inspiring it to achieve those 
goals. It's not too hard to see why. 
In the days of his father, managing 
the external environment (swinging 
licences, getting permits and clea- 
rances from the government) was 
the main challenge. There was little 
domestic competition, and foreign 
players hadn't yet been let in. The 
world that Kumar Mangalam ope- 
rates in is vastly more complex. 
Tariff barriers are coming down 
with every passing year, bench- 
marks of quality and cost are global, 
and scale and competence have 
become crucial to survival. Kumar 
Mangalam's answer to the unpre- 
cedented challenges has been sim- 
ple: *He has assembled an impres- 
sive bunch of professionals and he 
listens to them, while he himself 
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scans the environment to anticipate 
changes," notes R. Gopalakrishnan, 
Executive Director, Tata Sons. 

In retrospect, turning a patriar- 
chal group into a meritocracy may 
seem easy. But the fact is, that's 
possibly the biggest challenge Kumar 
Mangalam has had to face so far. 
According to his grandfather, 
Kumar Mangalam once had to let 
go of 350 people above the age of 
60 in one day—most of these peo- 
ple were old loyalists who had 
worked for Aditya Birla for years. 
So retiring them couldn't have been 
easy for Kumar Mangalam too, but 
he did it because, well, he had to— 
the needs of the organisation 
demanded that he do so." People 
in the group were about twice my 
age when I took over as Chairman. 
I had great respect for them per- 
sonally, but I also felt the need for 
change," he says. 

Change things Kumar Man- 
galam did. To start with, he decided 
to put in place non-existent HR sys- 
tems, and roped in Santrupt Misra 
from Hindustan Lever. Others like 
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ADITYA BIRLA GROUP 


MILESTONE 
ACHIEVEMENTS 


All of the Birla businesses have been 
busy the past decade. 


m CEMENT 
1998 

Indian Rayon's cement business 
transferred to Grasim 

Grasim acquires Shree Digvijay 
Cements for Rs 65 crore 


Grasim acquires Dharani Cements J 


for Rs 466 crore 


2004 


Grasim acquires controlling 
stake from L&T in UltraTech 
Cement; deal-size Rs 2,200 crore 


m ALUMINIUM 

2000 

Hindalco acquires Indal for 
Rs 1,018 crore, merges it 
with itself in 2004 

2005 


Hindalco signs MoUs for 
integrated greenfield projects in 
Orissa and Jharkhand 


m COPPER 
2003 


Hindalco acquires Mount Gordon 
Copper Mines in Australia for 
A$21 million 


Hindalco acquires Nifty Copper 
Mines in Australia for A$80 million 


Hindalco merges Indo Gulf's 
copper business with itself 


m NEW VENTURES 

2000 

Indian Rayon acquires Madura 
Garments for Rs 230 crore 
2001 

Indian Rayon acquires PSI Data 
Systems from Groupe Bull of 
France for Rs 100 crore 

Indian Rayon enters JV with 
Birla Sunlife Insurance 


2003 


Indian Rayon acquires BPO 
outfit TransWorks for Rs 69 crore 


Bharat Singh, Debu Bhattacharya, 
Sanjiv Aga, and Sumant Sinha, son 
of former Finance Minister 
Yashwant Sinha, soon followed. 
Sinha, an irr Delhi and iM Calcutta 
grad, had worked as Vice President 
with Citicorp and as a director with 
ING Barings for the Asian region, 
when Kumar Mangalam appro- 
ached him. Sinha, reports go, held 
out for a year, but capitulated 
when he bumped into Birla in Goa 
(both were on a family vacation) in 
2002. Says Sinha: “I realised that | 
was walking into an entrenched 
system and couldn’t do so with 
my eyes closed. But the only reason 
I ended up joining was Kumar 
Mangalam Birla.” 

In hiring Sinha as President 
(Finance), Kumar Birla was also 
sending out a signal to other CFOs in 
the group. That the focus was shif- 
ting from cost alone to value crea- 
tion. “My task here is to enhance 
the value of capital—that’s the dik- 
tat from Mr Birla,” points out Sinha. 
Working with the Boston 
Consulting Group, the Birla group 









Added 


metric to ensure that equity holders 


developed a Cash Value 


got their due. That gradually 
evolved into an Economic Valu 
Added metric three years ago. 
“These may just sound like measur 
metrics, but the mindset chang 
(they bring) in the organisation is 
huge,” says Sinha. “Each business 
has identified a benchmark equity 
return for itself.” The group í 


to chalk 


forex and 


meet once a month 
Strategies for treasury, 
risk management, besides addressing 
other common issues. 
he group has evolved an ing: 

nious Management system that 
allows for individual businesses to 
function to their optimum under 
their respective managements, while 
leveraging the expertise of those in 
the Aditya Birla Management 
Corporation Ltd (ABMCL)—a group 
which is actually physically assem 
bled at the group headquarters in 
central Mumbai. “You could call 
this the central nervous system of 
the group and two kinds of people 


are here—those with groupwide 


^Dt cover story 


responsibilities, and all business 
leaders, that is, CEOs of individual 
businesses," explains Santrupt Misra, 
Director, Aditya Birla Group. 
About 20 business leaders and 
those with groupwide respon- 
sibilities housed at the head- 
quarters report directly to the 
chairman, whose doors are 
always open to his direct repor- 
tees. Not even his secretary is 
allowed to get between him 
and them. He gives them com- 
plete freedom to run their busi- 
nesses, but also holds them acco- 
untable for their performance. 
“Delegation for me is a given,” he 
says. “If the person feels he can’t 
take responsibility then I am the 
wrong person to work for.” Adds 
Misra: “Mr Birla starts from a 
position of trust and continues to do 
so unless proven otherwise, but it is 
in no way abdication. He has his 
own antennae and picks rare 
moments to assess people. If you 
pass muster at those points, then 
you have his trust forever.” 
Sanjeev Aga should be able 
to vouch for that. When Kumar 
Mangalam decided to merge 
his three-way telecom joint ven- 
ture (AT&T and Tata were the 
partners, which led the media 
to brand it Batata, but now it’s 
called Idea) with BPL Communi- 
cations in 2001, he had publicly 
announced that Aga, who was head- 
ing the telecom venture, would be 
the CEO of the new entity. The same 
evening that statement was retracted 
by the company and an embarrassed 
Aga subsequenly resigned from the 
telecom company (the merger too 
never went through eventually). It’s 
a minor miracle that he didn’t quit 
the group—thanks, of course, to 
Kumar Mangalam, who assured 
him that there were enough chal- 
lenges within the group to occupy 
him. “You put your cards on the 
table and allow people to take a 
call. That's what works for me,” 
says he. Last month, Aga took 
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KUMAR MANGALAM'S 
A-TEAM 


In alphabetical order of their 
surname, it includes: 


Aga, Sanjiv: 

The IIM Calcutta 
grad joined the 
group in 1998 and 
now is the 
Managing Director 
of Indian Rayon 


Jain, Shailendra: An alumnus of 
MIT, Jain is the head of pulp and 
staple fibre business, and has 
been with the group since 1965 


Bhattacharya, Debu: 
This chemical engineer 
from IIT Kharagpur has 
been with the group 
since 1998, and is the 
MD of Hindalco 
Industries 


Mitra, S.K.: Joined in 1994, 

is Director (Group Financial 

Services) 
Misra, Santrupt: 
An HR ace, Misra 
came on board in 
1996 and is cred- 
ited with helping 
professionalise the 
group. 

Mittal, Deepak: Is the Group 

Director (Acrylic Fibre and 

Textiles) and located in Bangkok 


Singh, Bharat: Heads group- 
wide corporate strategy and 
business development.A grad of 
IIM Calcutta, he came on 

board in 1996 


Misra, Saurabh: Group Director 
for the cement business; joined 
Birla's team about five years ago 


over as the Managing Director of 
Indian Rayon. 


t the core of Kumar Man- 
galam's management style 
are the twin virtues of pati- 


ence and persuasion. He employs 





that not only with his own people, 
but also with associates outside. A 
classic example of that is the group's 
acquisition of L&T's cenient divi- 
sion. Negotiations for the deal 
stretched over two years—long 
enough for a less-dogged CEO to 
walk away from it. But Kumar 
Mangalam kept at it relentlessly. 
Let's hear it from the man who 
had the most intimate knowledge of 
it, L&T's never-say-die Chairman 
& Managing Director, A.M. Naik. 
*His style, very simply put, is to 
win over the person across the table 
with a lot of patience. He just won't 
give up. He is very char- 
ming and friendly even 
in the thick of negotia- 
tions. He gets exactly 
what he wants by actu- 
ally winning you over." 
Determination, no 
doubt, comes from focus. 
In Kumar Mangalam’s case, though, 
that's not something new-found. 
Ever since the young Birla started 
giving media interviews, which was 
11 years ago, he has been consistent 
in the vision he has been articulating 
for the group. The themes have 
always been sticking to the knit- 
ting of core commodity businesses 
and gaining dominance in each of 
the businesses. “I am very clear that 
this is a conglomerate model," he 
says. “There are several examples of 
this all over the world; GE is one," 
says the man who strongly believes 
in work-life balance. (Just as an 
aside, when Kumar Mangalam was 
negotiating the L&T cement deal, 
he made it a point to make time 
to attend, on each of the nine days 
that it lasted, a Ramayana per- 
formance produced by his wife 
Neerja and starring two of his chil- 
dren.) Observers like Gopalakri- 
shnan of Tata Sons say that his focus 
on commodities is part of a well- 
thought out strategy. “It’s clear 
that India and China are in a 
phase of demand for infrastructure 
that the US was in about 60 years 


YOU DONT 
HAVE MORE 
COURAGE 
WHEN YOU 
ARE YOUNG. 











YOU HAVE LESS FEAR. 








"They say fear serves a useful purpose. It keeps you from attempting anything stupid. Like trying to set up an IT company back in 1976. 
When the industry didn't exist and India's economy was completely closed to the outside world. Yet by 1978 we had already shipped 
India's first micro-computer at the same time as Apple. Ten years later, and the start-up (or up-starts, as we were sometimes called) was 
still beating the big boys at their own game. We introduced fine-grained multiprocessor UNIX, a clear three years ahead of Sun and HP. 


Today, we are nearly 30 years young and a US$2 billion enterprise. Getting younger each day. HCL. FEARIiess. 
To find out more, e-mail us at corpcommffheltech.com, 
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NOT JUST HIS FATHER'S SON 


UMAR MANGALAM WAS FIRST FORMALLY INTRODUCED TO THE MEDIA LESS 

than a year before Aditya Vikram Birla's death in October 1995. 

By then, Kumar Mangalam was already deeply into running the 
group businesses. He had independent charge of Grasim's cement divi- 
sion, the fertiliser business of Indo Gulf, and also a newly-set up carbon 
black unit in Egypt. Back then, the media did not know of Aditya 
babu's prostate cancer, although the family was aware of it. With time run- 
ning out, Aditya babu set about teaching his son everything he knew about 
running a business. A chartered accountant by education, Kumar 
Mangalam quickly learned the ropes, and by the time he became the group 
Chairman in 1995, he was ready to make his big moves. Even as a 27- 
year-old, he had remarkable clarity of mind. In his first major media 
interview, Kumar Mangalam said that the group's “core focus is always 
to be in process industries and textiles” and how he wanted “a pre- 
dominance in the industries that we enter. The objective is to be a 
low-cost, high-quality and global-standard player". And asked if he 
thought his father's image overshadowed him, he snapped back saying, 
“Why are you asking me a hackneyed question? It’s not an issue... My 
father has given me enough space and freedom to operate independently.” 
Even to this day, while Kumar Mangalam gives a patient ear to his top 





Builder of the legacy: Kumar Mangalam (left) with 


executives, he’s pretty much his own man. 


ago. He’s obviously realised that,” 
says Gopalakrishnan. 

What explains Kumar Man- 
galam’s forays into so-called new 
economy businesses such as IT, ITES, 
and telecom (he’s also in insurance 
and apparel)? “We are making the 
move from mature businesses to 
businesses for tomorrow,” he says, 
yet admits that even over the next 
10 years the group will remain com- 
modities-heavy. Says one invest- 
ment banker, who has tracked the 
group’s strategies: “Birla seems 
to want to avoid industries that 
are subject to any form of regula- 
tion. He exited Mangalore 
Refineries & Petrochemicals (the 
group sold its 37 per cent stake in 
2002) and now he seems to want 
to exit Idea Cellular.” 

Kumar Mangalam does not 
deny that he’s uncomfortable with 
regulated industries. “That’s a fair 
observation. In a rapidly-globalising 
economy, where you have tariffs 
coming down, there are already too 
many variables. In that context, 
regulation becomes one more vari- 
able that you’d rather not deal 
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with," he says. Does he really plan 
to exit Idea and, therefore, the 
telecom space? *No, I haven't quite 
decided. | may not eventually exit 
Idea; we are in the process of deci- 
ding," he answers tactfully. (There 
are rumours that he may be eye- 
ing BPL Communications, which is 
looking for a strategic partner.) 
While the Aditya Birla Group 
has excelled in the commodities 
business and is possibly the lowest- 
cost producer in the world of most 
of the commodities it makes, it is in 
the customer-facing businesses that 
its real challenge now lies. How 
prepared is the group for this new 
challenge? *There is a clear mor- 
phing of commodity businesses into 
customer-facing businesses. What 
seemed like a commodity business is 
already getting brand-driven, so 
there is no sharp delineation 
anymore," says Kumar Mangalam. 
“The way to insulate commodities 
from business cycles is to go down- 
stream and closer to the consumer— 
like going from cement to ready- 
mix concrete, from aluminium to 
foil for housewives,” he explains. 


B.K. Birla (seated) and the late Aditya Birla 


As for the new economy busi- 
nesses, he is particularly bullish 
about BPO, while “rr hasn't taken off 
the way we thought, but that could 
change”. And as for Madura 
Garments (group company Indian 
Rayon acquired it in 2000), the 
idea, he says, is to turn it into a 
completely retail-focussed company, 
given that there’s an explosion of 
malls and, hence, organised retail. 

But then, like he says elsewhere, 
these will remain a small sub-set of 
his larger commodities empire. 
And here is where Kumar Man- 
galam must feel that his biggest 
challenge lies. It’s a challenge that 
involves, on the one hand, making 
the commodity businesses of alumi- 
nium to viscose staple fibre to fer- 
tiliser (with apologies to Sam 
Walton) every day more compe- 
titive and, on the other, making 
sure that their value on the stock 
market goes up. After all, the 
group’s market cap today is much 
less than its overall revenues. It’s 
no ordinary challenge. But, then, 
Kumar Mangalam has proved he 
is no ordinary young man. @ 




















n organisation which successfully stands the test of 

time is one that transforms itself in line with 
changes in the environment. Hindustan Lever's 
continued success in India over the past 75 years is 
marked. by conscious transformations, building on the 
past and reshaping for the future. 


During the sixties we altered the holding structure.to. 
reflect the aspirations of Indian shareh 
seventies we diversified into non-FMGG 
line with government policy. I 
developed a new business system 
price segment of laundry. 4 
consolidation of Unilever gr 
well as acquisitions. 


As this millennium dawns 
India was emerging very 
portfolio and business 
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apparent that a new I 
emerging very fast. We need 
revamp our portfolio and business 
enablers to remain competitive. In 
short, we needed yet another 
transformation. We have engaged 
in this exercise for the last few 
years and a new Hindustan Lever 


has indeed emerged. 
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Bringing FMCG back to Growth 


M. S. Banga 


Chairman, Hindustan Lever Limited 


In short, we needed yet another transformation. We have 
engaged in this exercise for the last few years and a new 
Hindustan Lever has indeed emerged. The benefits of 
this are already visible in growth. Indeed we are 
confident that we will deliver sustainable growth for the 
company in the coming months and years. Before I 
formation, I will briefly touch upon 
aced.in.recent years by the FMCG 
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of expenditure in products and 
mers restricting their spends on 
at they bathed less often or brushed 
8 often or indeed washed their clothes less 


‘often. But they did downtrade to lower priced 


substitutes from higher quality brands. For example, a 
consumer buying six tablets of Lux in a month went to 
buying three of Lux and three cheaper brands. Or a 
consumer buying Surf Excel for her clothes mixed it 
with a cheaper powder. As a result of this shift in 
spending patterns, the FMCG market declined in value 
in the last four years creating a major challenge for 
growth. 


The new Hindustan Lever: Focussed on FMCG 

In 2000, 7596 of our sales came from FMCG businesses. 
The rest came from several non-FMCG businesses 
which were not profitable, and did not offer prospects 
for long-term leadership. Besides, they were a drain 
on the core FMCG business, both in terms of resource 
and focus. 























We decided to disengage from all non-FMCG or 
commodity businesses. In all, we have divested and 
discontinued 15 businesses including Animal Feeds, 
Speciality Chemicals, Nickel Catalyst, Adhesives, 
Thermometers, Seeds, Mushrooms etc. with sales of 
Rs.1,750 crores as in 1999. I would like to assure the 
shareholders that the company derived excellent value 
from these divestments. 


Today we are a focussed FMCG company with our 
branded business accounting for over 9096 of sales, 
consisting of 35 brands across 20 categories. These will 
be our main engines of growth, with higher levels of 
resource concentration, be it technology, people talent 
or media spend. 


- Building blocks of a strong Foods business - 
In Foods, we see enormous growth potenti 
.the evolution of consumers to brand 
foods. Over the last few years 
putting in place the building bl 
business. Historically our 
fragmented and lacked scale 
with low margins. We re 
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worked. Nothing less would do, 


Penetration levels in several of our : 


consumption levels in all of our categories is low by any ^ 


comparison. Across the world, we have seen a strong 
correlation between income levels and the size of FMCG 
markets. Over the next 10 years, per capita income in 
India is likely to touch China's current levels. At those 
levels, the FMCG market will be over Rs.100,000 crores 
from a current value of Rs.40,000 crores. This is an 
opportunity that we are well poised to seize. 


Why we will win 

Portfolio of Strong Brands 

Our main challenge was to reverse the downtrading in 
our categories and re-establish the relevance of our 
brands in the mind of the consumer. In 2000, we had 
110 brands, many undifferentiated and lacking scale. 
We chose to focus on 35 power brands covering all 
consumer appeal and price segments. We are already 





seeing the benefits. Six brands ~ Brooke Bond, Lifebuoy; 
Lux, Fair & Lovely, Rin and Wheel - have emerged as 
mega brands in the last five years, each with sales of 
more than Rs.500 crores. 














Better Value 


The first step was to ensure that we offered world class — 
quality and real differentiation backed by technology t 
give us the advantage over low priced competition. We 
have invested over Rs.400 crores, or 596 of sales, in the. 
last three years to upgrade our brands. 


In several cases we reduced prices to make our bra 
more affordable. Better quality and more 4 Toi 
prices have increased the value to the consumer, 
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real differentiation. 

We have invested substantially 
in better quality and more 

affordable prices. Perhaps the 
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most significant change has been 
to move our brands beyond merely 
making functional claims to 
playing a bigger and deeper role 





in the lives of consumers. 
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Our people have led this 
transformation. This has not 
been easy at times. In fact, it 

has involved a lot of pain. Not 


worked first time. But we kept 
moving forward, learning from 
experience, determined to 
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:. mind. It moved from : 
essential. Today Lifebuoy, 
«o over 15% for the last three 


Similarly, in the laundry m J 
beyond the benefit of 'great clean! 

of water with every wash. Imag 
that benefit to consumers in cities; 
running water for only a couple of hours a 
Excel is one of our fastest growing brands today. 





Both Lifebuoy and Surf Excel have succeeded because 
they are relevant to two key concerns of the Indian 
housewife:family health and the scarcity of water. 


In addition to the growing consciousness of health, 
consumers today are looking for ways to look good and 
feel good so that they can get much more out of life. In 
short, consumers are seeking Vitality in their lives. Our 
portfolio of 35 power brands is uniquely positioned to 
offer nutrition, hygiene and personal care benefits and 
thereby deliver Vitality. 


Technology, the Key Differentiator 


Our brands and sound understanding of the local 
consumer are supported by a world class Research and 



























Development capability. We have over 200 of the 
brightest scientists and technologists based in India. 


Our recent reorganisation leverages the talent pool from 
across 16 global technology centres, of which four are in 
India. In all, we have over 4,000 high quality minds 
across Unilever working relentlessly to provide new 
benefits that make a real difference to our consumers, 


Winning with Customers 


Hindustan Lever has historically had a strong bond with 
its customers. We have strengthened this and reinvented 
the way we manage our distribution channels and our 
customers. The sales structure has been transformed to 
leverage scale and build expertise in servicing Modern 
Trade and Rural Markets. We have also delayered our 
sales force to improv se times and service 
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n urban India, Hindustan Lever Network (HLN) is our 
direct selling initiative selling a special range of 
products. It already reaches 1,400 towns with over 3 
lakh consultants. Besides reach, HLN enables direct 
interaction with consumers and customises solutions for 
them to give them a complete brand experience. 


Project Shakti, launched in 2001, complements our rural 
reach in small villages in partnership with 
underprivileged rural women from Self-Help Groups. It 
has been extended to 60,000. villages in 12 states, 
already touching 75 million people. By the end of the 
year, Shakti will cover 100 million people. 


Underprivileged rural women- need a sustainable source 
of income. Shakti is meeting this critical need, in most 
cases doubling the household incomes of the Shakti 
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entrepreneurs’ families. In addition, it is spreading 
health and hygiene awareness through the Shakti Vani 
programme, and providing access to livelihood-related 
information through the iShakti community portal. 
This path-breaking initiative combines the company's 
business interest with our ongoing commitment to the 
development of rural India. 





Our People & Organisation 
We have restructured the company, integrating eight 
Profit Centres into two Divisions - Home and Personal 
Care(HPC) and Foods. The result is a simpler and 
leaner organisation, less hierarchical with fewer levels 
and. greater empowerment. This has eliminated 
complexity and speeded up decision making. Today 
‘the company is far more youthful in attitude and 
spirit. There is greater openness and transparency, 


Our people have led this transformatio 
been easy at times. In fact, it 
pain. Not everything that was di 
But we kept moving for 
experience, determined to 
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. market positions will surely lead to greater long-term 
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Despite these significant investments to strengthen the 
long-term competitiveness and the costs of defending 
our strong market position, we still remain one of the 
most profitable companies in the country. 


Conclusion 

In recent years, the FMCG sector declined due to 
downtrading. Our transformation has resulted in a 
new HLL which has successfully faced this challenge 
and reversed this trend. It has done so by substantially 
“strengthening our brands and building capabilities. 
"This has already begun to yield benefits and we are 
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We in the new Hindustan Lever see an exciting 
opportunity for growth. We have 35 powerful brands 
covering all segments, with leading market positions 
in most. Today, these are stronger and more relevant to 
the consumer than ever. Our people are energised hy 
the scale of the opportunity and determined to seize it. 
The scale of our business and operations gives us the 
resources we need. We are very confident of delivering 
sustainable profitable growth. 


€———— Ma EE NETRAA REM MEM 


This is the text of the speech delivered by M. S. Banga, Chairman, 
Hindustan Lever Limited, at the Company's AGM held in Mumbai on 
June 24, 2005. The speech may also be accessed from Hindustan Levers 
website at http://www. hil.cam. 
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OR A MAGAZINE, SELECTING A VENTURE CAPITALIST OR A PRIVATE 
equity man as a super-performer is a brave thing to do. At 
least in India. Consider the odds against such a choice: for 
one, private equity (PE) is a young industry, approximately just 
10 years old. For another, it’s a highly secretive industry; few 
PE firms disclose their investments and fewer, the returns they make on these 
investments. Worse, ChrysCapital’s Senior Managing Director Ashish Dha- 
wan doesn't run the largest PE firm in the country (iCiCi Venture's Renuka 
Ramnath does) or even the most profitable one. So why did our judges (see 
Methodology on page 82) have no trouble zeroing in on him as the win- 
ner of this year's Young Super Performer in the entrepreneur category? 

To appreciate that, you have to go back in time. To 1998, to be pre- 
cise, when India was not quite the hot story it is today, and BRIC was 
something to be found in the mason's dictionary (well, you know 
what I mean), not the fund manager's. So, imagine getting up one mor- 
ning in your apartment in New York and deciding that you are going 
to chuck up your cushy job in Goldman Sachs and turn venture capi- 
talist. It doesn't seem odd to you that you are all of 29 (sure, you have 
a Harvard Business School degree to boast of) and have no conceivable 
reason to think that global investors will actually cough up millions of 
dollars just for your asking—especially when there are vastly bigger ins- 
titutions with a proven track record to compete against and the story 
you are trying to sell is a country called India. 

On that day, Ashish Dhawan may have as well chosen to try flying from 
the top of the Empire State Building. Except that he didn't, and instead 
chose to pack his bags and come home (with co-founder, but now estranged 
batchmate, Raj Kondur) to make a new beginning. Since then, a few others 
have emulated Dhawan (Sumir Chadha and K.P. Balaraj of WestBridge 
Capital Partners are one, and, more recently, Rahul Bhasin of Baring Private 
Equity Partners India is another), but without, at least, the money-raising 
power (see The Entrepreneurial Funds). After five years of its founding, 
WestBridge still has only $140 million, or Rs 616 crore, in fund, and 
Bhasin, who did a management buyout last year, has just raised a $150-mil- 
lion or Rs 660-crore fund. Dhawan, in contrast, has raised $450 million 
(Rs 1,980 crore) in three different rounds. Now, you begin to realise why 
our informed panel of judges had no trouble picking Dhawan. 





or all the peer envy that Dhawan now attracts, his first fund almost 

branded him a disaster. Like every other vc of the time, Dhawan too 

sank money in dotcoms—some 40 per cent of the $64 million, or Rs 
282 crore then, he raised in Fund One. But lady luck was on Dhawan's side. 
ChrysCap's $10 million investment in Spectramind fetched a whopping 
$60 million. This deal alone gave the firm more than 100 per cent IRR 
(internal rate of return; or six times its money) in two years. Then, 
Dhawan also sold half of ChrysCap's stake in Jerry Rao's Mphasis for $13 
million, more than two times the original investment in three years. 
More importantly, beating all odds, Dhawan managed to raise his second 
fund, which closed at $127 million. Says a Delhi-based vc who knows 
Dhawan closely: “If Dhawan hadn't survived the (dotcom) crash and had 
not managed to raise his second fund, he would have ended up as a 
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The man and his Delhi team (L-R): Ashley Menezes, CFO; Ashish Dhawan (seated), Senior Managing 
Director; Sanjay Kukreja, Principal; and Ravi Bahl, Managing Director 


middle-level manager in one of the 
investment banks." 

Fact is, Dhawan did not just 
survive but went on to thrive, With 
his second fund, he built what could 
be described as his comeback port- 
folio. He's picked up stakes in hot 
new companies like IVRCL (an 
up-and-coming infrastructure 
player), Yes Bank and Suzlon 
Energy. For instance, he paid a 
measly $5 million (Rs 22 crore) for 
a 7.5 per cent stake in Yes Bank (it 
works out to Rs 14 a pop). That 
investment today is worth $15 mil- 
lion, or Rs 66 crore, thanks to the 
bank's recent PO that priced the 
stock at Rs 45. (The stock is slated 
for listing on July 12). In the case of 
IVRCL, Dhawan grew his $9-mil- 
lion investment to four times in 
just one year when he exited it 
via public market. 

Of Fund Three's $250 million 
(Rs 1,100 crore), Dhawan has 
already invested $90 million: $55 
million has gone into construction 
company Gammon (the investment 
was made in December last year) 
and $35 million into Chennai-based 
truck finance firm, Shriram 
Transport Finance. Stocks of both 
the companies are trading at a sig- 
nificant premium over the deal 
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price, but Dhawan says he's in no 
hurry to sell. *We now have the 
ability to be really long-term ori- 
ented. Early on, there was pressure 
to show returns. Now, I don't mind 
holding on to companies for more 
than five years.” Adds Rana Kapoor, 
Chairman and CEO of Yes Bank: 
“Ashish has gone through hard 
experiences. That has hardened him 
as an entrepreneur.” 


today is vastly different from 

the one who walked in cold into 
the PE business. For one, Dhawan 
(for that matter, any vc) hardly 
does any start-ups, and has moved 
into PIPE deals (private investment in 
public enterprises), which means 
investing in companies that are 
either listed or soon will. (At 
Goldman Sachs, Dhawan was in 
charge of investing in undervalued 
public market companies, which he 
seems to be replicating here.) 
Result? He now boasts of a portfo- 
lio where basic viability of the busi- 
ness is not in doubt (see The 
ChrysCapital Portfolio). 

But this doesn’t mean he has 
turned risk-averse. Dhawan recounts 
an instance where his investment in 
Mphasis in 2001 was eroded almost 


I t is obvious that the Dhawan of 


entirely, and he still went with his ins- 
tinct and refrained from cutting his 
losses. Here's what happened: soon 
after ChrysCap invested in Mphasis 
at Rs 350 a share, the stock (which 
was trading at Rs 230) dropped to as 
low as Rs 50. A less confident inves- 
tor would have panicked. Not 
Dhawan. Even as the stock continued 
to slide, Dhawan kept on buying 
shares from the open market. In a 
matter of four to five months, he 
had more than doubled his stake in 
Mphasis to 14.4 per cent at an ave- 
rage price of Rs 250 a share. *We 
looked stupid then. I remember one 
of my partners calling me up and 
asking if we had made the right deci- 
sion. But I viewed it as an opportu- 
nity," says Dhawan. 

In early 2004, Dhawan exited 
Mphasis partially and made two 
times his money. *Overall, we will 
make five times our money in 
Mphasis. That was a contrarian 
call," says Dhawan. Notes Rajiv 
Memani, CEO and Country 
Managing Partner of Ernst&Young 
(E&Y): *He backs his instincts and 
goes all out. Which is why he is an 
entrepreneur." E&Y had last year 
nominated Dhawan for the 
Entrepreneur of the Year award 
(startup category). 
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THE CHRYSCAPITAL PORTFOLIO 


FUND ONE 
1999-2000 INVESTMENT 


Spectramind 
Transworks 
UTI bank 

NIIT 

Fabmart 
JobsAhead 
Baazee 
EGurucool 
lvega 

Avigna 

IT Nation 
Broadcast India 
Cheecoo 
Planet Saffron 
Productorium 


FUND TWO 
(2001-2004) 


Mphasis 
Global Vantedge 


NewPath Ventures 
(Fabless semiconductor) 


IVRCL 
TechTeam 

Yes Bank 
Suzlon Energy 
Moser Baer 


FUND THREE 


(2004-2005) 
Gammon 


Shriram Transport Finance 


ING Vysya 
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$10 million 
$10 million 
$8 million 
$7 million 
$4 million 
$4 million 
$3 million 
$3 million 
$3 million 
$2 million 
$2 million 
$1 million 
$1 million 
$1 million 
$1 million 


INVESTMENT 
$13.5 million 
$10 million 
$10 million 


$9 million 
$5 million 
$5 million 
$20 million 
NA 


INVESTMENT 
$55 million 
$35 million 
NA 


STATUS 

Sold (2002) to Wipro for $60 million 
Sold to AV Birla Group 

Sold stake to Capital Group/T Rowe 
Partly sold stake to other investors 
Investment was written off 

Sold to Monster.com 

Sold back to the promoters 

Sold to NIIT 

Sold to The Chatterjee Group 
Investment was written off 

Sold back to the promoters 
Investment was written off 
Investment was written off 

Sold back to the promoters 

Merged with planetcustomer.com 


STATUS 

Partially exited 
Staying invested 
Staying invested 


Public market exit; made 400 per cent in a year 
Exited the Nasdaq-listed BPO in May '05 
Worth $15 million now at IPO price Rs 45 
Worth a "fortune" now; going in for an IPO 
Staying invested 


STATUS 

Staying invested 

Staying invested 

Buying up shares from secondary market 


CHAWLA 


HEMANT 





Spectramind: Dhawan's lucky draw 


No doubt Dhawan is instinctive, 
but he is also ahead of others in 
spotting opportunities. Anybody 
who tracks the private equity busi- 
ness would say that the biggest 
strength of Dhawan is that he is 
one step ahead of everybody else 
on the curve. Dhawan put in 
money in banks when few looked 
at that sector. His investment in 
UTI Bank has already paid off, 
fetching an IRR of 250 per cent. 
Similarly, Dhawan looked at the 
construction and infrastructure sec- 
tor when it was not hot. By the 
time investors realised the potential 
of the sector, he had invested in 
IVRCL and got out too (at the right 
time), with a 40 per cent IRR. In 
December, he invested in Gammon, 
another upcoming infrastructure 
company. “Dhawan is not cons- 
trained by dogma. There is a high 
probability that he will discover 
the next big play before everybody 
else," says Gaurav Dalmia, a Delhi- 
based vc and a co-investor of 
Dhawan in Jobsahead.com, since 
acquired by Monster. 

Once Dhawan zeroes in on a 
sector, he does his research and 
backs it up fully. Even during the 
dotcom boom, he did the maxi- 
mum number of dotcom deals (it's 
a different matter that many of 
them didn't work out). But his sub- 
sequent picks have paid off. He has 
done successful deals in banking 
and finance, (uri Bank, Yes Bank 
and Shriram Transport Finance 
among others), in IT/ ITES 
(Spectramind, Global Vantedge, 
Transworks, TechTeam), and in 
infrastructure/ construction 


THE ENTREPRENEURIAL FUNDS 


HE INDIAN PRIVATE EQUITY OR VENTURE CAPITAL 
community has been dominated by institutional VCs 
like ICICI, IL&FS, Gujarat Venture Finance Ltd, and 

lately foreign firms like Temasek, Citi, and Carlyle. But when 

Ashish Dhawan, alongwith his classmate Raj Kondur, 

launched his fund ChrysCap in 1999, he started a new 

trend—of entrepreneurial funds. Those who have followed 
in his footsteps are Sanjay Anandram and Kiran Nadkarni 


of JumpStartUp (an early or seed-stage tech fund), 
K.P. Balaraj and Sumir Chadha of WestBridge Capital Partners (an early-to-mid-stage VC), and Rahul Bhasin and Subbu 
Subramanian of ING Barings (private equity). (On a different scale, Arshad Zakaria, a former Merrill Lynch honcho, 
has launched a fund of his own too, New Vernon Advisors, which invests both in India and the US). 

WestBridge manages a $140-million fund (Rs 616 crore), and has already invested $110 million (Rs 484 crore) in 
some 16 companies—mainly mid-market investments like Dr Lal PathLabs ($6.5 million, or Rs 28.6 crore), Brain Visa 
($6 million or Rs 26.4 crore), ICICI OneSource ($13 million, or Rs 57.2 crore) and AppLabs ($7 million, or Rs 30.8 crore). 
WestBridge expects returns on many of the above deals to be in the 30-per cent IRR (internal rate of return) range. Ashish 
Dhawan's former colleague Shujaat Khan is believed to be starting a fund along with Rashesh Shah and Venkat Ramaswamy 
of Edelweiss Capital. The fund named Blue River is in the process of raising money for its first fund. 


(Gammon, IVRCL and Suzlon). And 
none of them is a dud. Some of 
the sectors Dhawan has zeroed in 
on— pharma/ healthcare, consumer 
businesses, media, entertainment, 
travel—are yet to see any invest- 
ment from him, although he is still 
sitting on $160 million (Rs 704 
crore) in Fund Three. He doesn't 
rush into an investment anymore 
just because his coffers are full. “We 
spend a lot of time studying a com- 
pany," says Dhawan. 

For instance, in the case of 
Shriram Transport Finance, a truck 
financing company, Dhawan's team 
spent six months visiting branches, 
analysing data, and poring over MIS 
reports. This, despite a positive cer- 
tificate from UTI Bank and Citibank 
(who were buying securitised papers 
from Shriram). “We needed to 
know if there was a real barrier to 
entry,” says Dhawan, who put in 
money in Shriram after getting con- 
vinced that they “lived and breathed 
truck financing business”. “If any- 
body needs our help to run the 
business, then there is trouble,” says 
he. Adds a vc who has tracked 
Dhawan: “He is not a classical pri- 
vate equity investor who is active 


and hankers for a board seat. 
Dhawan is a passive investor, more 
like a hedge fund.” 

That’s another transformation 
that Dhawan has undergone. He is 
no more the Dhawan who once 
pored over every detail and micro- 
managed to the core. “Six years 
ago when I started out, I was a clas- 
sic control freak. I used to review 
every piece of data, look over peo- 
ple’s shoulder every time and look 
at every deal,” says Dhawan. 
Nowadays, he lets the management 
be, giving it ample room to run the 
company as it deems fit. 

Also, the ChrysCap team is no 
more young and brash like it used to 
be. All his other partners (there are 
five including Dhawan) are 35 and 
above. Ravi Bahl, 52, former CEO of 
Citi Indonesia and a protégé of 


Jerry Rao when he was at Citi, is the 


seniormost and brings in a lot of 
maturity to the table, besides his 
skills in operations. Brahmal 
Vasudevan, Dhawan’s classmate at 
Harvard, is moving back to India 
from the us after shutting down 
ChrysCap’s Palo Alto office. Sanjiv 
Kaul, an old Ranbaxy hand, joined 
the firm last year as a partner. The 


A new breed: Balaraj (left) and Bhasin 





other is Kunal Shroff, who was 
working with Dhawan at Glodman 
Sachs. “The firm’s maturity level 
has gone up and we have a mix of 
operational and finance skills.” Tier 
two has young MBAs with experi- 
ence in firms like McKinsey. The 
firm’s total size is 12, plus three 
support staff. 

Dhawan will need all the help he 
can get. Things are hotting up in the 
private equity space, and the global 
industry’s big guns—for instance, 
Blackstone, the biggest of them 
all—have turned their attention to 
India. There’s a lot of money flo- 
wing into the country via private 
equity and that has created a unique 
problem for investors like Dhawan: 
deals have become much more 
expensive, which means that fan- 
tastic returns may be a thing of the 
past. Adding to it is the stock mar- 
ket boom. Why go to value-con- 
scious and nosey PE firms when you 
can raise capital from the primary 
market without any hassle of cons- 
tant board-level oversight? The 
harsh truth about Dhawan’s business 
is that you are only as good as your 
last fund. Then, Dhawan knows 
that all too well. @ 


A DAY IN THE LIFE OF KUMAR 























Even CEOs have to read papers in the morning. 


ship thanks to wife 
CEOs, especially, have to read papers... 


Tea and some companion 
Neerja; the day begins 
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A brisk walk in the morning Hot-shot financiers need their private From "I kni 
for a man who looks very fit space too, preferably with the family "Have | ma 
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Designer kitchen, designer utensils, Off to work in a steel-grey Palio, a car The first of 
even a designer breakfast that was not designed by him one with thi 








TRANGE AS IT MAY SOUND, THIS 

magazine's interest in the three 

super-performers featured here, 

all under the age of 40, isn't 

restricted to their past achieve- 

ments. While these may have 
played a part (a large one) in earning them 
the Young Super Performer tag, it is what 
they will do from now on that stimulates our 
curiosity. Consider this: Kumar Mangalam 
Birla is 38, and already heads a group with 
revenues of Rs 33,000 crore and a presence 
across 100 countries; Ashish Dhawan is 36 
and heads what is, arguably, one of India's 
most successful private equity funds (even 
better, it is an entrepreneurial venture); and 
Michael Foley, all of 34, is already the head 
of Titan Design Studio and his spoor can be 
found all over Bangalore. Achievement does 
not make any age-distinction and that is 
especially true in the case of Birla; people 
speak of him in the same breath as Ratan 
Tata, Anil and Mukesh Ambani, and N.R. 
Narayana Murthy; but he is a whole genera- 
tion, maybe more, younger. 

Business, as this magazine well knows, is 
dynamic. The three gentlemen featured on 
these pages will likely go on to achieve far 
greater things than they already have (which, 
by the way, is adequate to earn them a men- 
tion, a significant one, in any history of 
Indian business). In one way, the Young 
Super Performer distinction is a measure of 
this potential. And that, the promise of 
greater things to come, is the fuel on which 
the economy's engine runs. 


TO IP TELEPHONY ADVANTAGE 
FROM AVAYA GLOBALCONNECT 






































Kumar Mangalam 
Birla is 38, and 
already heads a 
group with revenues 
of Rs 33,000 crore 
and a presence 
across 100 countries 
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WHEN YOU PROMISE YOUR CUSTOMER (OU | US gn GALD AWAY 
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IP Telephony Solutions from Avaya GlobalConnect ensures 


Today's businesses demand round-the-clock connectivity and 
seamless communication, irrespective of where you are or which time zone 
you operate in. Precisely why, your IP Telephony Solution needs rich 
multi-modal capabilities and control. 


Superior architecture based on 
Linux and other industry standards 
(802.3af) gives you the flexibility to 


grow as your business grows and add 
new applications without worrying 
about increasing the number of servers 
TO IP TELEPHONY ADVANTAGE : 
FROM AVAYA GLOBALCONNECT every fime. 


converged solutions 


For more information 


contact center solutions | 


contact Urvashi Parikh at +91-22 


Secured communication is ensured by offering encryption for 
voice and signaling for all gateways and all phones (including 
IP soft phones). This will enable you to bring down your TCO 
with a right mix of IP hard phones and soft phones, without compromising on 
security and voice quality. 

Business continuity /disaster management capabilities 
ensure that your mission critical applications are uninterrupted. 
So your branch offices can continue to enjoy the full set of features rather than 
a ‘branched’ feature set. 


High performance and five 9s of reliability 
eliminates dropping of active calls in case of foilures. Avaya IP Telephony 
Solutions pro-actively monitor latency and packet loss along with 


customer services 






56617372 
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you live up to your promises 


IP link loss/IP bandwidth overflow to automatically switch over to 
a PSTN network. 


Advanced applications like ‘extension to cellular’, instant messaging 
and our support to SIP will enable you to seamlessly integrate multiple devices 
like a cell phone, desk phone, PC client and PDA for increased efficiency and 


productivity. The rich multimedia capabilities to remote workers also allow 
integration of video capabilities to IP soft phones. VAVA 


So now your customers and end-users can connect to you from anywhere, mm oe 


as per their preferences and availability, using modes and devices that are cju 


mos! convenient to them. Smoothly, effectively, securely. INDIA'S NO.1 ENTERPRISE COMMUNICATION COMPANY 


www.avayaglobalconnect.com 


or +91-98203-74397 or e-mail: urvashi.parikh@avayaglobalconnect.c« 




















away from his desk, but his mind A high-profile CEO has several 
imer away from work social obligations 


Ashish Dhawan is 36 and heads 
what is, arguably, one of India's 
most successful private equity 
funds (even better, it is an 
entrepreneurial venture) \ 


Michael Foley, all of 34, 

is already the head of 
Titan Design Studio and 
his spoor can be found all 
over Bangalore 





A jacket and a flight is never far away; 
travel happens at very short notice 







Pool is a passion, nay, obsession as evi- It's time to relax, catch some television, and 
dent from this table at home horse around with very close friends 
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is never fa 


reaches the office in his BMW; at At work, at home, | am my father's son; with a — A brief interlude in a busy day; every CEO has to 
say, he isn't a back-seat driver portrait of father, the late Aditya Birla keep in touch with the latest 





That's great news; it looks like 
we finally have a deal going 


already" to Off to work, and it is time to make/take — | get your point; now, how do we 
® news again today?” the first of an endless series of calls structure this deal? 
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meetings: this And then, another meeting; designers He is not a suit but mentoring comes The lakes are shut for the rains and the 
department even take meetings with vendors naturally to the man rower has to walk to keep fit 
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Michael Foley 


Head/ Titan 
Design Studio 






Even in a country rapidly waking up to the 
importance of design, Foley is that rare 
breed: a corporate designer who enjoys : 
a near-iconic status outside his company. 


Here's why. BY RAHUL SACHITANAND 
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BIO-SKETCH 


REN’S LONDON, LUTYEN’S DELHI, LE CORBUSIER'S 

Brasilia (the city was based on his tenets bur 

planned not by him, bur his followers), and, some- 

day, Foley’s Bangalore. The first three were city- 

planners and architects; Foley is a designer; but his 

spoor can be found all over Bangalore: in the lights at Bal Bhavan, a chil- 

dren’s play area in the city’s Cubbon Park (he has also designed benches 

and fences at the park), in the signage of coffee bar chain Café Coffee Day, 

and in Civet, a boutique restaurant (serves Thai) at the rrp, a tech park at 

White Field, on the outskirts of Bangalore. Foley’s hand will soon also 

be visible in a new hotel he is designing at Garuda Mall, the city’s 

retail-space-to-be-seen-in circa June 2005. That's not quite the same 

as laying out a city but, hey, the man is only 34, and who is to say what 

he will and will not do in the years ahead. Then, it seems only apt that 

the name of a young commercial designer, in the prime of life, be associa- 

ted with a young city, an rr-boomtown that is plagued by the pleasures and 
pains every single boomtown that came before it has experienced. 

Already in Bangalore, Foley is a mini-celebrity, especially among A-listers 
as this most unscientific of sampling exercises will prove. 

Do you know Michael Foley? If so, what do you think of him and his 
work? 

Nandan Nilekani, cro, Infosys Technologies, the city’s best-known tech- 
nology firm knows of him and speaks of his role in developing a custom- 
issue watch Infosys gifted employees when it crossed the $1-billion-in-reve- 
nues (Rs 4,400-crore) mark. Incidentally, Michael's role was supervisory; 
the watch was designed by his younger brother Neil. 

Captain G.R. Gopinath, CEO, Air Deccan, Dinesh Hinduja, Director, 
Gokuldas Exports, and Geetanjali Kirloskar, Chairperson, India-Japan 
Initiative have heard of Michael Foley too. All three believe the Café Coffee 
Day design rocks with Gopinath saying that “it stands out in the clutter of 
the city”, and all three believe that Titan’s watches look good with 
Kirloskar saying that “Michael has helped the company retain its design 
edge.” “I must say that Titan offers a wide range of well-designed watches 
at reasonable prices,” says Hinduja. 

That’s not bad going for someone who started off designing watches 
as an apprentice at Titan Industries. 


how is a small Army town in Central India (it lies 23 km to the 

south of Indore) that was founded in 1818 and has since enjoyed 

the kind of public presence reserved for significantly larger 
urban habitations. One reason for that could be the theory that it is located 
at the geographical centre of India, with co-ordinates of 22.34 N and 75.47 
E (India extends from the eighth to the thirty-eighth (north) latitude 
and the sixty-ninth to the ninety-seventh (east) longitude, so this isn’t true). 
Another is that the name Mhow is derived from Military Headquarters of 
War or Military Headquarters of Western India, both claims that ring hol- 
low about a place that has never been more than a divisional headquarters. 
Still, Mhow (since renamed Dr Ambedkar Nagar, in honour of Dr B.R. 
Ambedkar who was born there, although the old name has stuck) has had 
more than its 15-minute share of the limelight. It has figured in the 
writings of Rudyard Kipling, Winston Churchill spent some time there as 
a sub-altern, India’s only silver medallist in an individual event at the 
Olympics, Major Rajyavardhan Rathore, was based there at the time of his 
feat (2004, Athens), it is the most important Army training centre in India, 
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The fractal-inspired lighting at Bangalore's Cubbon Park and Thai restaurant Civet (in Bangalore, 





again), are two indications that Michael Foley's spoor is becoming common in the city's topography 


and, is, arguably, the first Wi-Fi 
hot-spot in India. And, oh yes, the 
town's Kendriya Vidyalaya School 
is where Michael Foley graduated 
from in 1988; Michael's father 
Neville was in the Army and served 
across 11 centres. 

Foley remembers those years 
fondly. *Being in small towns has 
its advantages," he says. "You have 
a lot of time on your hands and 
(since you are in an army town) 
there are almost no boundaries." 
The man is probably referring to 
the thing about Army towns being 
different, the last vestiges of the 
Raj, really, bound by discipline and 
regimentation, though not the same 
rules that bind other, ‘civilian’ 
towns, and places where boys can 
be, well, boys. And so, young 
Michael sketched, painted and 
modelled his way through child- 
hood. Don't make the mistake of 
writing him off as a pure right- 
brain type, though; while designing 
the lights at Bal Bhavan he used 
the mathematical concept of 


These digital doodads that could have well featured in Minority Report 
were designed by Foley for technology products hotshop Innoviti 
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fractals. For the benefit of the unini- 
tiated, a fractal is a complex geo- 
metric object that can be divided 
into parts, each similar to the origi- 
nal structure; a more fun way of 
looking at a fractal would be as a 
vivid colourful geometric shape 
that lean more towards psyche- 
delic art than pure math. 

It seemed only apt that young 
Foley go to the one place in India 
where people endowed with similar 
skills go and have always gone, the 
National Institute of Design (NID) in 
Ahmedabad. Since 1961, when it 
was founded, the finishing school 
for designers (most people are 
already that, in some form, when 
they enrol) has turned out people 
who have influenced the shape and 
structure of India in their own ways, 
big and small. 

From T-shirts to furniture to 
stainless steel utensils (and cocktail 
shakers) to newspapers and maga- 
zines to entire malls and fair- 
grounds, NiD alum have done it all, 
and done it well. And while Foley 


doesn't go out and quite say it, the 

school may well have awakened 

the industrial designer in him. After 

all, for someone who grew up pain- 
ting—his parents encouraged him to 

paint, and he would often spend ' 
weekends copying the works of the 
Old Masters—it does seem strange 
that Foley hasn't painted anything in 
the past decade (he graduated from 
NID in 1994). However, that seems 
the right thing to do for someone 
who sees himself as an industrial 
designer, a person who has to focus 
on issues such as cost, utility and 
customer-requirements, not an 
artist, an individual focussed on 
self-expression. *Michael was 
very adept at understanding design 
and getting into the finer details 
of a project," remembers 
Pradyumna Vyas, 
Principal Designer, 
NID, one of Foley's 
instructors. *He 
possessed an 
admirable mix of 
design skills and 








"Team work and team effort 
lead to achievement." 


DEFINING THE SPIRIT 
OF LEADERSHIP. 


The Teachers Achievement Awards seek to honour the 
true spirit of an achiever in the categories of Sports, Business, 
Entertainment, Communication and Lifetime Achievement. 


The Teachers Achievement Award in Business applauds the 
enterprising spirit of a visionary, who can create opportunity 
where there was none. Like B.S. Nagesh, who has single- 
handedly ushered the retail revolution in India. 


We take special pride in presenting this award to this 
visionary. 


www.teachersachievementawards.com 


B. S. Nagesh, CEO, Shoppers’ Stop 
is the proud recipient of the Teacher's Achievement Award 2004 
in Business 
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Michael at home surrounded by his designs, succesful and unsuccesful; the two metal constructs in front 
are scale models of the fractal-inspired lamp-posts he has designed 


conceptualisation and was able to 
think out-of-the-box, yet devise 
viable devices." 

And it seemed only apt that 
Foley sign on with Titan Industries 
as a trainee in the design depart- 
ment. Since the time it burst on the 
scene to take on a moribund HMr in 
1984, Titan has always been a com- 
pany that realises the importance 
of design; with its recent foray into 
Fastrack sunglasses and accessories 
(earrings and the like), it is evident 
that the company also realises the 
benefits of leveraging its design- 
strength to diversify. 


itan Design Studio was 

i created in 1998, when the 
company decided to merge 

its visual merchandising and product 
design departments. Foley took over 
as its head in 2000 and today, heads 
a team of 25, which includes his 
younger brother Neil. The Foleys 
appear a design-oriented family; 
Neil’s wife Pallavi Dudeja Foley is a 
designer with Tanishq, Titan’s 
branded-jewellery arm. And knowing 
fully well that a single-minded focus 
on watches could have a detrimental 
affect on the skills of its design team, 
Titan allows employees of Titan 


Design Studio to undertake other 
projects as long as these do not 
interfere with their work in any way. 

The studio, Foley himself, and 
Titan, all shot into prominence in 
2002 with the launch of Edge, the 
company’s range of the slimmest 
commercially available (important, 
because there are slimmer proto- 
types and the like) watches, each a 
mere 3.5 mm thin. Not just is Edge 
revolutionary (in terms of thinness), 
watches in this range were priced 
between Rs 4,495 and Rs 4,995 
when they were launched, one 
indication of Foley's ability to 


More products from Michael's ‘factory’: a really cool bicycle; a cooler radio (it really is one) and a watch 
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that is as much a reflection of cutting edge-design as it is, his respect for his d 
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a bottle of perfume: $125 
a silk tie: $75 
an iPod: $380 


being a smart shopper 


at forty thousand feet: priceless 


Use your MasterCard card for in-flight duty-free 
shopping on all international Jet Airways flights. 
Enjoy 10% discount on every purchase. 


there are some things money can't buy, for everything else there’s MasterCard MasterCard 





Foley believes in balancing form, 
functionality and cost; his mentor 
and Titan's former CEO calls him 
a minimalist; this book-rack 
indicates that he is indeed that 


balance form, function and price. 
That, say people who have worked 
with him, was always a given. 
*Michael has a refined sense of 
form, function and manufactura- 
bility, which means what can be 
made and the costs involved," says 
Xerxes Desai, the former Chairman 
of Titan and Foley's mentor. “I first 
met Michael when he was a preco- 
cious trainee on the Titan design 
team and was instantly struck by 
his brilliant ideas," adds Bijou 
Kurien, Chief Operating Officer, 
Titan, adding that apart from 
being the country's best designer, 
Foley brings expertise in ergo- 
nomics and usability. 

That's evident in Foley's design 
projects that do not involve Titan. 
Like Vaayu, a wireless internet con- 
nector, and Mita, a wireless mobile 
phone extension device for city- 
based tech hotshop Innoviti. *Mike 
can imagine user scenarios, then 
work out a design," says Rajiv 
Agarwal, Founder and CEO, Innoviti. 
"As a result, his products are simple 
in conception and because of that, 
they appeal to customers." 

Foley himself believes the scope 
for design in infinite. *There's a 
huge potential in urban areas," he 
says. “Many highways, for instance, 
have signboards that are functional 
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rather than 
well-designed.” That 
sentiment about under- 
designed signboards doesn’t mean 
Foley is about to jump off the deep 
end and start redesigning every- 
thing he can see. For one, he is not 
into over-designing things. “Michael 
has got a minimalist streak in him,” 
says Desai. “There is no unnecessary 
colour or design in his work and he 
isn’t a decorator or into ornamental 
stuff.” For another, Michael believes 
in simplicity. “You don’t need five 
different things to handle five dif- 
ferent functions,” he once told a 
magazine. “I try to minimise com- 
plexity.” At one level, that trans- 
lates into a whole-new perspective 
of design. Design, he insists, is not 
about creating stand-alone silos for 
different product categories. Thus, 
Foley has tried to incorporate design 
elements from the Fastrack range of 
sunglasses into watches. The auto- 
companies call that approach plat- 
form sharing. And car making 
remains the most complex of manu- 
facturing processes. 


hen the weather allows 
it—it doesn’t between 
June and August—Foley 


goes rowing every morning in 
Bangalore’s Ulsoor lake. These days 
he has to be content with a five- 
km walk in the evening, something 
that he doesn’t miss very often; 
work-timings, claims Foley, are 
fairly regular, dispelling the image of 
ordered-chaos right-brain types have 
always striven to acquire. Ideas, he 
says, can strike him everywhere. 
We are conversing in the study 
of his home in Bangalore’s canton- 
ment area, and the evidence around 
indicates that the line between work 
and life is very thin for this man. 







There’s a whiteboard in his 
study, with jottings of the kind 
that denote an active mind, phone 
numbers, future concepts, ongoing 
projects; he is surrounded by his 
designs (an article on the Tata web- 
site claims he decorates his apart- 
ment with his failed designs). And 
despite the fractals (remember, the 
lights), he smiles, he is not a quant- 
jock: “... but I have a great fascination 
for scientific principles and use them 
extensively at work.” That shows, 
says Innoviti’s Agarwal. “Good 
design keeps in mind the entire usage 
of the product, how and where it is 
bought, even how the user opens 
the box...,” he says, “and this was a 
capability we found lacking in all 
designers until we met Mike.” 

It is that ability that Foley—he 
counts Andy Warhol, Jonathan Ive of 
Apple Design Studio fame, industrial 
designer Phillipe Starck and comic 
books among role models and sources 
of inspiration—will increasingly have 
to leverage as he moves into more 
challenging assignments, the kind of 
which lend credence to Foley's- 
Bangalore kind of statements. “What 
I want to do is to take up projects at 
the concept stage and provide an 
entire range of design services," says 
Foley. *This may not be possible on 
my own and I have to work with 
others in the field to pool our skills." 
For the Café Coffee Day project, for 
instance, Foley worked with fashion 
designer Sandeep Khosla. 

That's the now of it. The future, 
he hints, could well see him dab- 
bling in electronics, a white-hot 
market for industrial designers. 
“Imagine designing a gaming device 
that can be used with just one 
hand," he says, his eyes locked on to 
a mental diagram of what the pro- 
duct will look like (close enough 
to touch for him; immeasurably far 
for this reporter). “You can play 
even when you are travelling (in 
the metro) or holding a bag." 

What you hear, Mr Foley, is the 
sound of two hands clapping. @ 
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Simply Smart 


Simple outside. Intelligent inside. 
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Telemecanique device. Complex 
‘technology packed within a user-friendly 
interface for ease in using the most complicated 
technology. It couldn't have been simpler, it couldn't 


have been smarter. 
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anywhere with multiplayer 

gaming on your Nokia N-gage phone with 
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the world, on a wide range of games you like. 

all you need is a Nokia N-Gage 

phone with a gaming card of your choice 


Take your pick from the many N-Gage gaming 
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only with Hutch on your Nokia N-Gage. 


cards, available at Nokia priority dealers 
Then activate your Hutch GPRS, log on to the 
N-Gage Arena and begin playing with as 
many players as you like 

For more details on monthly rentals and 
usage charges on Hutchworld, visit us at 


www.hutch.co.in To subscribe, just send 


HW as an SMS to 123. Gujarat postpaid 
subscribers send HW A as an SMS to 123 
and prepaid subscribers send HW A as an 
SMS to 144. So if you're ready to lay down 
the challenge, just get your Nokia N-Gage 
along with a HutchWorld connection and 


get playing 
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Top games include: Pathway to Glory ® Tiger Woods PGA Tour & Snakes Multiplayer Game = Tom Clancy's Ghost Recon = Crash Nitro Kart 





The jury (L-R): Munesh Khanna, Managing Director, NM Rothschild India; Arun Nanda, Executive 
Director, Mahindra & Mahindra; Sonal Agrawal, Director, Accord Group; and Vishal Marwaha, 
Partner, Henderson Global Investors 


HAT GOES INTO 
the making of 
India's only such 
survey? As a first 
step, Business Today's own army of 
reporters and editors across India 
generates a master list of nominees 
under the three categories of CEO, 
Entrepreneur and Ideator. To do 
that, they speak to a wide variety of 
experts ranging from industry cap- 
tains to fund managers to venture 


capitalists to HR honchos. B7’s senior 
editors then whittle the master list 
down to 15. This is then handed 
over to an expert panel of judges, 
who are brought together under 
one roof to argue for and against 
each of the 15 nominees under the 
three categories. This year's panel 
comprised Arun Nanda, Executive 
Director, Mahindra & Mahindra; 
Munesh Khanna, Managing 
Director, NM Rothschild India; 


Sonal Agrawal, Director, Accord 
Group; and Vishal Marwaha, 
Partner, Henderson Global 
Investors. The panel's decision, usu- 
ally arrived at after hours of 
debate, is final. In keeping with 
our tradition, we will not disclose 
who the other 12 nominees were, 
except to say that they were out- 
standing people too. As for the 
three winners, you've already met 
them in the preceding pages. 
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11- MONTH 'ownership Anil turns to Kokilaben to 


issues” in Reliance Group settle dispute Mukesh offers Anil REL, 
WAR RCL and cash 


Reports say Dhirubhai Mukesh says CMD’s 
RIL board gives Mukesh did not make a will word is final. M.L. Bhakta Anil rejects offer 
overriding powers. Anil resigns from RIL board 


feels sidelined Mukesh tells employees Newspapers report that 
Dhirubhai had settled Six REL directors resign Mukesh got 12 per cent 
Mukesh tells TV channel issue during his lifetime from board sweat equity in RIC 





Mother Kokilaben's intervention ensures an amicable 
settlement of the ownership dispute at Reliance. Where do 
Mukesh and Anil Ambani go from here? sy cristina coratan 


T ABOUT 9 P.M. ON 

June 20, Anil 

Ambani walked 

into Mumbai's Taj 

Mahal Hotel with 

his wife Tina. The 

couple looked 

relaxed as they made their way to 
Zodiac Grill, the city's most 
expensive restaurant. They could 
afford to look relaxed. Barely 24 
hours earlier, the junior Ambani 
had triumphantly announced the 
creation of a new mega-business 
group, the Anil Dhirubhai Ambani 
Enterprises, following the formal 
division of the Reliance empire. At 
that moment, elder brother Mukesh 
was in Goa with his family, atten- 
ding the wedding of Neha, daughter 
of close buddy and right hand man 
Anand Jain. He, too, must have 
been a relieved man. The battle 
with his younger brother had been 
ugly, but now that was behind them. 
The bigger picture of the set- 
tlement, announced by their mother 
Kokilaben on June 18, was simple 
enough: *Mukesh will have res- 
ponsibility for Reliance Industries 
(RIL) and IPCL. while Anil will have 
responsibility for Reliance Info- 
comm (RIC), Reliance Energy (REL) 
and Reliance Capital (RCL)." At the 
Reliance board meeting that fol- 
lowed, an internal panel was set up 
to propose “a suitable scheme of 
reorganisation" under which the 


shares. Anil opposes this 


Amitabh Jhunjhunwala 
resigns as RIL Treasurer 


interests of shareholders and the 
company would be *paramount". 
But several questions remain 
unanswered. How will the parti- 
tion be structured? It has been 
reported that Reliance's sharehol- 
ding in the three Anil Dhirubhai 
Ambani Enterprises companies will 
be given to RIL’s existing share- 
holders on a pro-rata basis. The 
Ambani family's shareholding then 
will, presumably, be transferred to 
Anil, thus, giving him control over 
his group. In return for these shares 
and an undisclosed cash settlement, 
he will, again presumably, give up 
his shareholding in RIL to Mukesh. 
Reliance owns 50.2 per cent, 
47.2 per cent and 43 per cent, res- 
pectively, in REL, RCL and RIC. Given 
the Ambani family’s direct and 
indirect stake in the flagship of 46 
per cent, Anil will get 23 per cent in 
REL, 22 per cent in RCL and 20 per 
cent in RIC. What happens to 
Mukesh’s personal stake of 55 per 
cent in RIC? Will Anil have to buy it 
with part of the cash settlement he 
gets? Or is it part of the swap deal? 
How will Mukesh generate the cash 
he needs to pay off his younger 
brother? Will it come out of his 
personal resources, or will it come 
out of Reliance? Mukesh Ambani's 
office did not respond to requests 
for an appointment. Sources close 
to Anil, who was on a pilgrmage to 
Badrinath and Vaishnodevi, 


letters 


Anil resigns from IPCL 
K.V. Kamath completes 


declined to discuss *family mat- 
ters". Analysts, however, are quite 
bullish about the settlement (see 
What Analysts Feel). 

The terms of settlement make it 
clear that both brothers can use the 
Reliance name and logo. But who 
owns them? Again, no answers are 
forthcoming. K.V. Kamath, CEO 
and MD of icici Bank, who bro- 
kered the deal in his capacity as à 
family friend, is abroad. His office 
said he wouldn't discuss the 
Reliance issue with the media, while 
Nimesh Kampani, Chairman of 
J.M. Morgan Stanley (see Dramatis 
Personae), who helped carry out 
the valuation of the Ambani empire, 
declined to take questions. 

During the course of the battle, 
Anil had made serious allegations 
against Reliance relating to corpo- 
rate governance (see Anil’s Charges). 
In the euphoria that followed news 
of the settlement, these seem to 
have been brushed under the carpet. 
“At this moment, | don't think there 
is any need for an inquiry,” Finance 
Minister Palaniappan Chidambaram 
told a television interviewer. 

Dhirubhai Ambani’s Reliance 
redefined India’s corporate lands- 
cape in the 1980s and the 1990s. 
Now, there are two Reliance gro- 
ups, each headed by the founder's 
sons. Can they replicate the succ- 
ess of their father? The world is 
watching. 


Four others withdraw 


Anil says RIL shares are 
undervalued, accuses 
board of rejecting his 
requests for clarifications 


Mukesh Ambani gives up FM tells Ambanis to ami- Valuation of Reliance 


cably settle their dispute 


sweat equity in RIC 


Kokilaben announces the 
settlement of the dispute 
between her two sons 


Anil complains 
that his phones are 
being tapped 


RIL board clears Rs 
3,000-crore buyback of 


Jhunjhunwala’s 
resignation accepted. 





Ver Stor 


Like Father, 
Like Son 


E'S KNOWN 
to be staid 
and media- 
shy. That's 
probably 
why he has 
not spoken 
a word to the media since the for- 
mal announcement of the division 
of the Reliance Group. He's also 
known as a hands-on manager with 
phenomenal project implementa- 
tion skills. Now that he's no longer 
involved with Reliance Infocomm, 
the market is eagerly awaiting his 
next move. *His companies are the 
ones with the big cash flows. His 
next move is bound to be decisive," 
says a Mumbai-based investment 
banker who has known the Ambani 
family for a while. Reliance and 
IPCL generate over Rs 11,000 crore 
of cash every year; the two compa- 
nies are sitting on reserves of almost 
Rs 39,000 crore. Already, the mar- 
kets have taken the Reliance stock 
beyond the Rs 600 mark. The ques- 
tion is: what next? 

Even as negotiations over split- 
ting the empire were on, the group 
opened discussions with Bechtel, 
the Us-based construction major 
that built its 33-million tonne 
Jamnagar refinery, to increase its 
capacity to 60 million tonnes. The 
tab: Rs 15,000 crore. Reliance 
officials declined to set a time frame 
for the project. Industry sources 
feel that prospects are bright for 
the company as this business is on 
the growth curve. 

Currently, the Jamnagar refinery 
produces 11 million tonnes of 
diesel, 4 million tonnes each of 
naphtha and petrol, 3.6 million 





86 BUSINESS TODAY JULY 17 2005 


SHOME BASI 






Mukesh Ambani/ Chairman’ Reliance Industries 


HIS RESPONSE TO THE SETTLEMENT IS THE SAME 
AS HIS RESPONSE TO THE FIGHT: STUDIED SILENCE 


tonnes of aviation turbine fuel and 
2.3 million tonnes of LPG, but 
Reliance doesn't do much marketing 
on its own. It has an agreement 
with Indian Oil Corporation (10C) 
under which the public sector giant 
buys Reliance's throughput and sells 
it through its own network. This 
agreement is dependent on 1OC's 
requirement and is valid till April 1, 
2009. Thereafter, Reliance will be 
on its own. This is what makes it 
imperative for the Mukesh Ambani 
flagship to roll out its petrol pump 
network on a war footing. Like 
everything else connected with 
Reliance, this plan, too, is gargan- 
tuan in scale: 5,849 petrol pumps 
are planned all over the country in 
phases over the next three-to-four 
years. Once in place, this network 


will fill a critical marketing gap in 
Reliance's overall value chain. 

The company has also committed 
Rs 11,000 crore for developing its gas 
reserves in the Krishna-Godavari 
Basin off the coast of Andhra Pradesh. 
It has made a commitment to supply 
a portion of this gas to Reliance 
Energy's Dadri power project. 

Mukesh is also expected to 
merge IPCL into his flagship, though 
no one is willing to commit a time- 
line for this. The two companies 
have considerable synergies and a 
merger is expected to improve valu- 
ations. Says Amit Rathi, Managing 
Director, Anand Rathi Securities: 
“RIL On its Own generates huge 
amounts of cash every year. IPCL 
will be in a position to use that cash 
flow. It makes sense to integrate 


the companies since they have 
similar product lines and huge 
marketing synergies." 

There have been reports that 
Reliance is eyeing the retail busi- 
ness and is planning to invest 
Rs 30,000 crore on a chain of 
retail stores styled after Wal-Mart. 
It is believed that Manoj Modi, 
who implemented the Reliance 
Infocomm rollout on behalf of 
Mukesh, has been asked to study 
the feasibility of the project and 
submit a report. A source close 
to the management, however, den- 
ied the existence of any such plan. 

But given Mukesh Ambani's 
fascination with technology, 
Reliance Life Sciences, a privately- 
held biotechnology company, is 
expected to be the next big thing 
at Reliance. The company is buil- 
ding a massive life sciences com- 
plex in Navi Mumbai, and is 
developing business opportu- 
nities in the domains of medical 


biotechnology, including stem cell 
research, plant biotechnology, 
industrial biotechnology, contract 
research and clinical trials. Reliance 
has spoken of investing Rs 1,000 
crore to ramp up capacity at the 
company, but so far, progress has 
been slow. *Life sciences is a good 
bet and is clearly the next big sec- 
tor from India after software. And 
Reliance is well positioned to capi- 
talise on the opportunities that 
this sector throws up," says Rathi. 

The group's plans are defi- 
nitely ambitious, but that's what 
the world has come to expect of 
Reliance. Also, unlike in the case of 
his younger brother, no one 
doubts Mukesh’s ability to realise 
his grand vision. In a massive vote 
of confidence for Reliance, 83 per 
cent of fund managers polled by 
market research agency Synovate 
on behalf of Br said they expected 
RIL's valuation to increase after 
the split (See What Analysts Feel). 
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M UKESH AMBANI HAS GOT RESPON- 
sibility for the Old Economy oil 
exploration-to-textiles businesses 
of the undivided Reliance Group. 
His group, the largest private sector 
business house in the country, 
straddles the entire petrochemical 
value chain. 
Reliance Industries Limited (RIL) 
d "ism has businesses in 
the areas of oil and 
gas exploration, 
petroleum refining 
and marketing, tex- 
B tiles and petro- 
chemicals. It man- 
EB ufactures polymers, 
EMS chemicals and fibre 
intermediates. RIL 
has plants at Hazira, Jamnagar and 
Patalganga. It is India’s largest private 
sector company and is among the 10 
biggest global producers in almost all 
its product categories. 
Indian Petrochemicals Corporation 





— RESERVES — 
36,280 


Figures for 2004-05 


ment-owned com- 
pany. Reliance ac- 
quired 26 per cent 
in the company 
when it was priva- 
tised in 2002. 
IPCL manufactures 
polymers, solvents, 
surfactants and 


industrial chemicals. It has three 
petrochemical complexes at 
Vadodara, Nagothane and Dahej 
and a catalyst manufacturing facility 
in Navi Mumbai. 


Oil’s well: RIL's Jamnagar refinery 


JULY 17 2005 BUSINESS TODAY 87 





Lots To Prove 


NIL AMBANI IS A 

man in a hurry. 

Just a day after the 

formal announce- 

ment of the divi- 

sion of the Amb- 

ani empire, he 

announced that Anil Dhirubhai 

Ambani Enterprises (ADAE) will inv- 

est Rs 1,000 crore in Reliance 

Energy (REL) and Rs 2,000 crore 

in Reliance Capital (RCL). The 

much-awaited way forward for 

Reliance Infocomm Limited (RIC) 

will be unveiled later. Incidentally, 

ADAE is not yet a legal entity. But 

once it’s registered as a company, 

Ambani Junior will probably be 
annointed its first Chairman. 

REL is on the growth path, 

Ambani told the media on June 19, 

with plans for coal-, gas-, hydro- and 
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wind-based power generation proj- 
ects. The proposed Rs 11,000-crore, 
3,740-MW gas-based power genera- 
ting station in Dadri and the more- 
recently announced Rs 50,000-crore 
investment in Orissa to develop a 
12,000-Mw coal-based power plant 
are typically gargantuan Reliance 
projects. But where will the money 
come from? Finance won't be a 
problem, according to Ambani, as 
foreign and Indian investors are 
keen to invest in his companies. As 
if to prove that such claims are no 
empty bravado, foreign investors 
submitted bids worth over $1 billion 
(Rs 4,400 crore) for a $75-million 


Anil Ambani/ Chairman; R 


> Energy & Reliance 


(Rs 330 crore) preferential offer 
from RCL. But can he pull off such 
complicated, long gestation pro- 
jects without Reliance's battle- 
hardened project management 
team? “With his reputation, it will 
not be difficult to raise money. Both 
brothers have been involved in vir- 
tually every Reliance project for 
about 20 years now. So, managing 
long-gestation projects should not be 
a problem either," says Amrish 
Baliga, vr, Karvy Stock Broking. 
RCL, meanwhile, seems tailor- 
made for Anil Ambani's skill sets. It 
is the fifth-largest player in the 
mutual funds space, having moved 
up an impressive eight notches in 
the last one year. *The opportunity 
lies in the fact that the financial 
services industry ranks among the 
three largest globally," says Amb- 
ani, adding that he may consider 
setting up a bank if the Reserve 
Bank of India permits. “RCI appe- 
ars to be serious about the financial 
services business. If it does well, 
banking seems like the next 
move," says an analyst with a lea- 
ding foreign brokerage house. 
But it's Anil's handling of ric 
that will be most closely watched. 
"RIC still needs more investments, " 
say RIC insiders. There is speculation 
that RIC is planning an initial public 
offering (IPO) sooner rather than 
later. “One will have to wait and 
watch since no details are available. 
It appears as if Reliance Infocomm 
will have to go in for a listing; other- 
wise, it will attract long-term capital 
gains tax of 22.44 per cent," exp- 
lains tax consultant Homi P. Ranina. 
Money apart, there are ethical 
issues dogging the company. The 
allegation that international k /ng-dis- 
tance calls were being routed as dom- 
estic ones—with the primary objec- 
tive of circumventing the Access 
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Achieve higher. 


At AIM, we groom the Generation NXT to face the challenges of the dynamic environment by 
providing an industry-friendly platform. The curriculum at AIM stresses equal emphasis on 
interaction with industry as well as academic excellence. To enable the students discover how a 

TX ap stimulating environment can take them to greater heights in life. 


é 
A 
4 


Industry oriented participatory method of teaching and 
interaction with industry. 
Employment opportunity in MNCs. 


AIM's external linkage cell has strong links with the corporate 
world through its unique 3-| Concept. The Alumni are in 
leading companies like Airtel, Grasim Cement, GE Capital, 
HCL Infosys, HLL, LG Electronics, HDFC, ICICI Bank and Kotak 
Mahindra, AIM enjoys 100% placement track record in 
leading companies since inception. 


AIM's new state-of-the-art centrally air-conditioned campus 
has Hi-tech lecture theatres, Wireless computer centre, 
Digital library, Psychometric Lab, Auditorium & Conference 
Halls, Cafeteria and openAmphitheater, Gymnasium, Hostel etc. 
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Applications a are invited on students appearing in CAT 2005. 


: Post Graduate Diploma in Business Management 
(Approved by AICTE, XI Batch 2006-2008) 


: Post Graduate Diploma in Management 
(Ill Batch 2006-2008) 


[Important CAT Dates M ——— BA 


| Issue of forms from : 18th July 2005 
i Last Date for submission of form : 9th September 2005 | 
i Date of CAT Test : 20th November 2005 3 


[important Ams Date ) - (E 


į Last Date for submission of Form to AIM : 12th Decemb ber 2005 } 


CAT applicant opting for AIM should buy AIM roinat on payment of 
Rs 1000/- by cash or Rs. 1050/- by bank draft in favour of "Asia- Pacific 
Institute of Management" payable at New Delhi. 
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Note : Our institute uses CAT for short-listing the candidates for our two years full time 
programmes in management. IIMs have no role either in the selection process or in the 
conduct of the programme. 


For complete details of courses and admission procedure, contact admission office at: 


ASIA-PACIFIC INSTITUTE OF MANAGEMENT 


f 384, Institutional Area, Jasola, (Sarita Vihar) New Delhi - 110 025 
Ph: 011-55805532 - 35, 26947838, 26950547- 9, 30944615 / 685 / 718 
Fax: 011-26951541 E-mail: admissions@asiapacific.edu / 


We shape Futures aimdelhi@del2.vsni.net.in Website: www. asiaspacific.edu 
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Deficit Charge—was a big blow to 
RIC's reputation. If the Department 
of Telecom slaps penalties—which 
could run into hundreds, maybe 
even thousands, of crores—RIC will 
have to pay up. The alleged wrong- 
doing took place under his elder 
brother's management. Is there a 
clause in the settlement agreement 
that indemnifies him against such 
claims? Neither camp responded 
to calls from BT for answers to this 
and other questions. A rival tele- 
com operator maintains that 
Ambani Junior is very good at hand- 
ling the government and related 
regulatory issues. *This could take 
some steam out of this," he main- 
tains. His surprise meeting with the 
Telecom Regulatory Authority of 
India Chairman Pradip Baijal earlier 
this year did not go unnoticed. 
RIC has big plans for the data 
and video segment. Insiders say 
Anil's flair for marketing will almost 
certainly put some zing into the 
company's somewhat lackadaisical 


) i . * status 
make things easier 


interface with consumers. 

But for now, his immediate 
problem is to find senior personnel 
to run RIC. K.P. Nanavaty, who was 
till recently coo, Wireless Business 
at the company, and several other 
top managers have reverted back 
to RIL and PCL following the change 
in management. Sources close to 
Anil, however, deny that there is 
an exodus. “Nanavaty apart, only 
Mukesh Ambani, Manoj Modi and 
Y.P. Trivedi are leaving in line with 
the settlement deal,” they say. 

Anil is also keen on entering the 
infrastructure sector and retail. He’s 
placed bids for the modernisation of 
the Delhi and Mumbai airports and 
has held preliminary talks with Wal- 
Mart for the latter. Is he spreading 
himself too thin? A leading busines- 
sman says it will be incorrect to 
underestimate Anil Ambani. “He 
has a point to prove and he will go 
all out to do that.” Does Dhirubhai 
Ambani’s younger son have his 
father’s chutzpah? Watch this space. 


ADAE GROUP OF COs 


A. AMBANI HAS GOT THE POWER 
nd New Economy services bust 
nesses of the group his father built 
from scratch. He has announced 
ambitious plans in power and finan- 
cial services and, at the time of wri- 
ting this, is scheduled to take over the 
reins of Reliance Infocomm shortly. 
Reliance Energy Limited (REL) gene- 
"ID! rates, transmits 
and distributes 
power in Maha- 
rashtra, Goa and 
Andhra Pradesh. 
The company has 
mega plans in coal, 
gas, hydro and 
wind-based power 
generation projects. 
In the pipeline are a Rs 11,000- 
crore, 3,740-MW gas-based 
power plant in Dadri, UP, and a 
Rs 50,000-crore, 12,000-MW coal- 
based project in Orissa. 
Reliance Capital Limited (RCL) is 
wei: a key player in the 
mutual funds 
space. It also has a 
presence in the 
growing insurance 
industry. The way 
forward will include 
pursuing opportu- 
nities in the finan- 
cial services sector. 
It is exploring the possibility of setting 
up a bank. 
Reliance Infocomm (RIC) operates 


| -m wireless telephony 


vag 
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services under the 
Reliance India 
Mobile (RIM) 
brand. Also. has big 
plans for retail and 
enterprise solutions 
amongst other 
areas. Future plans 
include a foray 
into retail broadband. The com- 
pany has put in place a 60,000-km 
optic fibre backbone to deliver triple 
play—voice, video and data—over 
its network. 
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Dramatis Personae 


KOKILABEN AMBANI 


Matriarch of the Ambani family 





Dhirubhai's widow has always steered scrupulously clear of business mat- 
ters, but was pitchforked to the centre of l'affaire Reliance when her sons 
declared that they would abide by her decision on the *ownership dispute". 
Her patient, behind-the-scenes persuasion paid off when her sons accepted 
her formula. Of course, it helped that they respect her tremendously. 


NITA & TINA AMBANI 


Wives of Mukesh and Anil Ambani 




























Nita Ambani runs the Dhirubhai 
Ambani International School in 
Mumbai and was closely involved 
with the Infocomm project. Tina 
Ambani was a glamorous filmstar 
who married a corporate prince. 
The alleged differences between 
Dhirubhai’s two daughters-in-law 
are said to have contributed in no 
small measure to the Ambani split. 





MUKESH AMBANI 


Chairman/ Reliance Industries 


The elder son of Dhirubhai Ambani 
is a nuts-and-bolts organisation 
man. Known to be studious, meti- 
culous and technology-oriented, 
he has been personally involved in 
implementing all of Reliance’s mega 
projects. Mukesh fired the first 
salvo in this battle with his brother, 
but in the end, gave up his baby, 
Reliance Infocomm, for the sake 
of fel peace. HITAL & NIKHIL MESWANI 

Executive Directors/ Reliance Industries 

They’ve acquired the reputation of 
being the second most powerful 
brothers in India Inc. Sons of 
Dhirubhai’s nephew Rasikbhai 
Meswani, Hital and Nikhil are 
firmly in Mukesh’s camp. Anil 
recently accused Nikhil of trying 
to sabotage the family settlement. 


ANIL AMBANI 


Chairman/ Reliance Energy and 
Reliance Capital 


The younger of the Ambani sib- 
lings has for long been the pub- 
lic face of Reliance. Flamboyant 
and brash, Anil is considered a 
financial wizard. He led 
Reliance’s entry into the global 
financial markets and was the 
driving force behind Reliance’s 
100-year bond issue. Widely 
considered to have received an 
extremely favourable settle- 
ment from his brother. 





SATISH SETH 


Executive Vice Chairman/ Reliance Energy 


An old Reliance hand, Seth threw in 
his lot with Anil. His resignation 
from his position on November 
25, 2004, was widely seen as a 
move to help Anil in his battle with 
his brother. He earned his spurs 
strategising and steering Reliance's 
forays into petrochemicals, power 
and telecom. 





MANOJ MODI 


Former ED/ Reliance Infocomm 


Mukesh's buddy who's made it big 
in Reliance. Believed to have pre- 
pared the blueprint for Reliance 
Group's entry into CDMA mobile 
telephony. Modi is said to be very 
religious and consults the almanac 
ahead of every major decision. Key 
troubleshooter for his friend. Often 
handles multiple assignments for 
Mukesh. A sounding board for the 
elder Ambani, Modi has been 
advising Mukesh on issues relating to 
the family dispute. 











AMITABH 
JHUNJHUNWALA 


Director/ Reliance Capital 


A tax expert, Jhunjhunwala has 
progressed from consultant to con- 
fidante. A key Anil aide, he resigned 
from Reliance Energy in order to 
help his mentor's cause (the pre- 
cise logic behind the move still 
remains fuzzy). The Mukesh camp 
alleged that he had leaked the news 
of pot slapping a fine on Reliance 
Infocomm to the media. Resigned 
as treasurer of Reliance Industries at 
the peak of the ownership dispute. 


Jain shot to fame when 





K.V. KAMATH 
MD and CEO/ ICICI Bank 


As a young officer at ICICI, he sanc 
tioned Dhirubhai one of his first 
loans and went on to become an 
Ambani family friend for life. 
Accepted Kokilaben's brief to bring 
about a settlement berween her sons 
in his personal capacity. His pro 
fessional stature made his task only 
somewhat easier. 


ANAND JAIN 


Former Director/ IPCL 


Dhirubhai often referred 
to him as his third son. 


Anil launched a vitriolic 
attack on him while 
resigning from IPCL. His 
family's business ties 
with RIL raised issues of 


corpx prate gov ernance. 





NIMESH KAMPANI 
Chairman’ J.M. Morgan Stanley 


Kampani was drafted into the Ambani succession bat- 
tle by icici chief K.V. Kamath. He conducted the all 
important valuation and due diligence exercises into the 
assets and heirlooms of the Ambani family 
report was accepted without too much of a demur 
speaks volumes for both his stature and his integrity. 
Considered a highly influential investment banker, he 
has been involved in virtually every financial exercise 
of the Reliance Group. 


[hat his 
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WHAT ANALYSTS FEEL 


Business Today commissioned global market research company Synovate to conduct a poll among fund managers 
and analysts to gauge the reaction of this Specialised target group to the division of the Reliance empire. The findings: 


Will the split enhance 
value? 








2 owes 






Will RIC will be worse off without 
RIL's project management skills? 


15 
DK/CS 


RIL/ IPCL 


Anil D Ambani m D Ambani 
Enterprises Enterprises 





PINAKI PAUL 


All figures are in per cent Sample size: 55 (in Mumbai and Delhi) DK/CS: Don't know/Can't say 


94 BUSINESS TODAY JULY 17 2005 


Forlorn: With Mukesh and Anil likely to move out, will Sea 


Wind, the house Dhirubhai Ambani built, be abandoned? 


P Chidambaram, 


“IN THE HEAT OF THE MOMENT, 
SOME THINGS MAY HAVE BEEN 
SAID. BUT I THINK AN AMICABLE 
SETTLEMENT WOULD PUT 

AN END TO ALL THOSE 
COMPLAINTS AND CHARGES” 





Prem Chand Gupta, 
“SINCE THE SETTLEMENT IS 


ISSUES ARE RESOLVED... LET'S 





IN A MORE HARMONIOUS WAY" 


ALREADY THERE, | THINK ALL THE 


HOPE FOR THE BEST AND WE WISH 
> OUR CORPORATE SECTOR WORKS 
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Anil’s Charges 


Bi THE CHARGE: Rerouting international calls as local 
ones through Reliance Infocomm to avoid paying 
Access Deficit Charge. 

AGENCIES INVOLVED: Department of Telecom and 
Ministry of Telecommunications. 

ACTION TAKEN: The vigilance wing of DoT is investi- 
gating the matter. 


ii THE CHARGE: Sale of Reliance Cap stake in IPCL to 
RIL for a song. 

AGENCY INVOLVED: Ministry of Company Affairs 
(This ministry falls under the Finance Ministry). 
ACTION TAKEN: Finance Minister P. Chidambaram has 
said there is no need for any probe unless specific 
complaints are lodged. Company Affairs Minister 
Prem Gupta, however, has said he will take action 
once the Registrar of Companies in Mumbai and 
Ahmedabad submit their reports. 


B THE CHARGE: Proper procedures were not fol- 
lowed while accepting Anil Ambani's resignation 
from IPCL. 

AGENCIES INVOLVED: Ministry of Company Affairs and 
Bombay Stock Exchange. 

ACTION TAKEN: Issue resolved; no pending investigation. 


8 THE CHARGE: Issue and subsequent cancellation of 
sweat equity in Reliance Infocomm to Mukesh 
Ambani. 

ACTION TAKEN: Since Mukesh has relinquished his 
sweat equity, there is no investigation. 


m THE CHARGE: Differential pricing of Reliance 
Infocomm shares issued to Mukesh Ambani. 
AGENCY INVOLVED: Ministry of Company Affairs. 
ACTION TAKEN: Since it was an unlisted company 
and no shareholder interest was involved, there is no 
investigation. 


Wi THE CHARGE: Reliance share buyback contravenes 
norms on corporate governance. 

AGENCY INVOLVED: Securities and Exchange Board of 
India. 

ACTION TAKEN: After asking for some details, SEBI 
has cleared the buyback. 


m THE CHARGE: There is a conflict of interest in the 
financial dealings that Anand Jain’s and Manoj 
Modi's families have with RIL. 

AGENCY INVOLVED: Ministry of Company Affairs. 
ACTION TAKEN: Still waiting for RoC reports from 
Mumbai and Ahmedabad. 
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THE RIDE 
TO 7,000 


Liberalisation ho! 
Manmohan Singh 
takes over as FM 
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The qe times continue to 
stoc We told you so. 


exchanges. 


BY NARENDRA NATHAN 


ROUND 11.09 A.M. ON 

the morning of 

Monday, June 27, 

2005, the Sensex 

crossed 7,200 for 
the first time in its life. The num- 
ber is significant because it is the 
next big resistance band for the 
index. Surprised that the Sensex 
has gotten so high, so fast? Well, 
you are in good company. Most 
analysts, brokers and just about 
anyone else associated with the 
stock market is as well. *We are 
not surprised at the current 
levels," says Manish Shah, Head 
(Equities and Derivatives), Motilal 
Oswal Securities. “Only at the 
speed (at which the 


Sensex at 7,600 by March 2006. 
If the script is playing itself 
out ahead of schedule, blame the 
foreign hand: Foreign institutional 
investors (Fils) are back. In the 
first 24 days of June, Fils pumped 
$870 million (Rs 3,828 crore) 
into Indian equities. That's in 
sharp contrast to their behaviour 
in April (when they withdrew 
$150 million, Rs 660 crore) and 
May (when they withdrew $261 
million, Rs 1,148.4 crore). 
"Other emerging markets are 
more vulnerable to international 
uncertainties," says Nandan 
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mutual funds allowed por ose 


Sensex has reached 
here)." That isn't surprising: the 
Mumbai-based brokerage has put 
down its official target for the 


Chakraborty, Head, 
Research, Enam Securities, prof- 
fering one reason why Fils buy 
into the India story. “Their econo- 
mic growth is being questioned,” 
The immediate trigger for the 





jump in the Sensex, however, has 
been the news of a settlement at 
the Reliance Group, India's largest 
private-sector enterprise. 

Then, at 7,151.08 (which is 
what it was at when this magazine 
went to press), the Sensex isn't 
very far from 7,200. The question 
everyone is asking is, will it break 
gravity conclusively and move to a 
totally new plane before hovering 
around the 7,200-level, maybe 
dipping a couple of hundred points 
as it consolidates, or will it go back 
to bear phase once again? "The 
Sensex will not go back to the 
lower-end," says D.D. Sharma, 
Vice President (Research), Anand 
Rathi Securities. “We are not at the 
end of the bull run,” 


stresses Motilal Oswal’s Shah. 
That's right, we aren't. Here's why. 
A fair valuation: While the Sensex 
may seem to be at stratospheric 
levels at its present levels, it is in fact 
fairly valued (in terms of price- 
earnings or P-E multiple). “The 
broad market is fairly valued 


(neither cheap, nor over-valued 
now),” says A.K. Sridhar, Clo, UTI 
Mutual Fund. To translate that 
opinion into numbers, at present 
levels, the Sensex’s P-E multiple is 
around 15, almost the same it was 
in September 2001 when the index 
was at 3,000-levels. Given the recent 
performance of India Inc., this 
implies that a re-rating could just be 
around the corner. “The better visi- 
bility of the India story now means 
Fils will be willing to pay a higher 
premium,” says Tridib Pathak, cio, 
Cholamandalam Mutual Fund. 
“The valuations can go up to 16-17 
times (the average for the 


—" 


3,284 
Feb. 2003 
Incentive for equity 
market investments: 
long term capital gains 
exempted from tax 


past 16-17 years)." That, however, 
may require a tipping, point (aggres- 
sive economic reforms maybe, or 
China revaluing its currency). 

The India story: The India growth 
story (rather, the India Inc. growth 
story) is still very much intact with 
corporate earnings growing at à 
decent pace. “The corporate ear- 
nings growth momentum will 


continue,” says UTI Mutual Fund's 
Sridhar. “I do not expect any sur- 
prises on that front." Indeed, most 
analysts expect India Inc.'s profits 
to continue to grow at 15-20 per 
cent over the next few years. Con- 
servatively, the Sensex should also 
grow at the same rate. 

The colour of Fil money: Forget 
quantity, the quality of Fil money 
heading into India has improved. To 
most, India isn't the ‘incremental- 
returns’ element in their portfolio; 
it is the ‘strategic-diversification’ 
one. “(It is true 


4,760 

May 2004 

The prospects of a Left- 
backed government unnerves 
the market 


2 AE. 


that) short-term (ori- 
ented) Fil money is riding the 
momentum, but it is the long-term 
India story that is driving money 
into India,” says Shriram lyer, 
Head, Research, Edelweiss Capital. 
“Most Fils are long-term players 
and are making big purchases on 
corrections.” 
The economy: India, if surveys of 
business and consumer confidence 
are any indication, is clearly headed 
for better days. This magazine’s BT- 
IRICS, India’s first index of consumer 
sentiment, stands at an all-time high 
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FIVE STOCKS THAT OUT PERFORMED THE INDEX 
250 - 


"May 17, 2004 


Figures are normalised share prices and Sensex res on a base'of 100, on May 17, 2004 
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W BSE Sensex 


W Tata Iron & Steel 


of 206 (base of 100 in August 2002; 
see On Top Of The World, Business 
Today, July 3, 2005). The job-mar- 
ket is booming and salaries (see 
Skyrocketing Salaries, Business 
Today, July 3, 2005) are rising 
rapidly across sectors. And thanks to 
a stable interest rate regime, the 
growth in retail lending is likely to 
stay strong for some time. 
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Now The Bad News 

Actually, it isn't so bad. While the 
market will rise in the long-term, it 
could and will undergo a phase of 
correction in the short-, even 
medium-term. The first (a short- 
term correction), experts reckon, 
is imminent. *Money power is 
pushing the market up and once 
this phase is over, some correction 





The good times at Indian stock excha 
stay. Fair valuations, im 
and continued inflow of 
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VALUATIONS: STILL FAIR 





June 23, 2005 


and consolidation is expected," Says 
Nilesh Shah, cio, Prudential icici 
Mutual Fund. And in the medium- 
term, any major negative (higher 
oil prices, a bad monsoon, a strident 
Left seeking its pound of flesh from 
the ruling United Progressive 
Alliance at the expense of all else) 
could lead to a correction. At this 
point in time, it looks like oil could 
play spoil-sport; international oil 
prices have already crossed $60 
(Rs 2,640) to the barrel and seem to 
be headed North. “If oil prices shoot 
up further, it will result in infla- 
tion, which in turn will result in 
high interest rates and tight liqui- 
dity," says Nilesh Shah, President, 
Kotak Mutual Fund. Given that the 
recent charge of the stock markets 
has been a function of liquidity, 
any change in that would affect 
fund flows to all emerging markets 
including India. 

The interest of retail investors in 
the stock market, however, bodes 
well. The number of active demat 
accounts with NSDL (a must for tra- 
ding) has increased from 3.7 million 
in March 2002 to 6.5 million in 
June 2005 (it was 5.2 million in 
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rapidly; Indians are consuming more, even as 
businesses look outward for growth; the 
investment-cycle has only just begun; Indians 
are still grossly under-invested in equities" 


BACK IN TIME 


ID: Five Reasons The Sensex 
Will Touch 7,500 (by end-2005) 


January 24, 2005 
N: 6,173 


WHEN WE SAID IT: March 10, 2003 


A “Valuations are still favourable: 
the breadth of the Indian markets is increasing 


FII money is coming in..." 





What is the new resistance level? 


Wi: the Sensex did cross 7,200 on the morning of June 27, but most experts 

reckon this number still represents a major resistance band. There will be some 
correction at this level, some consolidation, a breather of sorts, before the index's 
next charge. 


LL The new high has been accompanied by lower volumes (in trading) as 
compared to the previous high in January 2005” 
D.D. Sharma/ Vice President (Research)/ Anand Rathi Securities 


Will the Sensex ever touch 10,000? When? 


Ys it will. But when? As the market is already fairly valued, experts believe it will 

take a couple of years for the 10K mark to be breached. The logic here is simple: 
going forward the Sensex can only grow as fast as the corporate eamings growth rate. 
That means the Sensex should touch 10,000 sometime within the next three years. 


É Corporate earnings should grow by around 15 per cent (a year) for the 
next couple of years" 
Nilesh Shah/ CIO/ Prudential ICICI Mutual Fund 


What's the lowest we can get from here? 


Wie almost all positives factored into the Current high price, any major negative— 

global oil prices shooting up from current levels, a poor monsoon, political 
uncertainty—can result in significant correction. Does that mean the Sensex will head 
back to the lower end of the channel? Not at all. The Indian economy is no 
longer over-dependant on the monsoon, 


44 With so many governments coming and going, political uncertainty is 
also not a very big factor now” 
Manish Shah/ Head (Equities and Derivatives)/ Motilal Oswal Securities 


Is it a good time to invest in the market? 


es, but only with a long-term perspective. In fact, equity should be part of your port- 

folio (based on the asset allocation) irrespective of what the Sensex is at. 
However, investors should keep keep in mind two major paradigm shifts that have 
happened now. First, with the market moving higher, it has also become more volatile. 
Then, returns will be far lower than what they have been these two years. 


n Investors have to rein in the expectation from the stock market" 
A.K. Sridhar/ CIO/ UTI Mutual Fund 
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WHAT THE SENSEX WAS AT THEN: 3,127.45 


WHAT WE SAID: Can The Sensex Touch 4,000 in 
2003? (Hint: Don't Let The Current Lull Fool You) 


overheated...; agricultural recovery 
may provide a fillip to economic growth 
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March 2004). And already, 
investments in equity funds 
have zoomed, from Rs 7,123 
crore in all of 2004 to Rs 10,542 
crore (till June). Then, there is 
the growing popularity of 
equity-linked insurance plans, 
and the government's decision 
to allow private pension funds 
to invest in equities, 

Investors, however, will, as 
always, have to be careful. The 
era of the entire market being 
undervalued is over. Over the 
next year and more, sectors not 
directly affected by happenings 
in the international business 
scene, such as cement, consumer 
goods, banking and engineer- 
ing stand to benefit. *The 
demand growth for cement is 
still continuing and, therefore, 
the pricing strength will remain 
with the cement companies", 
says Pathak of Cholamandalam. 
Consequently, the losers could 
be sectors prone to business 
cycles. *All possible negatives 
are not yet included in the prices 
of cyclicals like petrochem, 

icals, fertilisers and metals,” 
says Prudential icici's Shah. 
Then, if there are winners, there 
will have to be losers. t 
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Nicolas Dufourcq 


Chief Financial Officer 
Capgemini Group 


ICOLAS DUFOUR( Q IS 
CFO of the euro 6.5- 
billion or Rs 34,450- 
crore consulting and 
outsourcing major, 
Capgemini Group. Tbe 
France-based firm bas 
been on a turnaround 
course after a bad patch in the first 
half of 2004 when it posted losses at the 
operating level. Things have changed 
since with the firm back in black at 
the operating level. At the helm of this 
transformation is Dufourcq who, in 
this discussion with &r's Priya Srinivasan 
on à recent visit to India, outlines the 
challenges that Capgemini faces at this 
point including the issue of plummeting 
prices (billings), courtesy competition 
from tier-one Indian IT services firms. 
Excerpts from the interview: 


The Indian IT services space has been 
abuzz with talk of a change in the spending 
pattern of clients if not an actual slowdown 
(in spending) this year. What is your take? 
There is the beginning of an accelera- 
tion, in fact, probably the early stage of 
the restart of an industrial cycle. It is 
impossible to predict what it will look 
like or whether it will be anything like 
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the previous cycles or how long it 
will last. There is a sort of electricity 
in decision making among cus- 
tomers. In the past years (2003 and 
2004 in particular) customers were 
talking of total cost of ownership of 
their applications, they wanted to 
cut costs, and did not want to make 
big bets on technology, but there is 
a boldness today. When you need to 
open up the company and change 
its blood (circulatory) system, you 
need to be bold. We see now a 
restart of companies making coura- 
geous decisions, and if this catches 
on you will see big volumes. If there 
is volume growth, we may have to 
recruit in the us and Europe as well 
as boost operations here. If there is 
no cycle (upturn), we stabilise in 
Europe and increase (recruiting) a 
little in India, but if there is a cycle 
(upturn) we recruit everywhere. 


How does Capgemini's global footprint 
look today? 

First is India with 2,500 people, 
then Poland with 1,500 and then 
China with a BPO (business process 
outsourcing) centre, where we have 
about 700. The oldest centre is here 





in Mumbai. A big proportion of 
the rest is what we call application 
development centres (ADCs), which 
are everywhere in the world. This is 
where Capgemini people work for 
the customers as if they are in a 
laboratory environment. It's onshore 
yet offsite, and a big part of our 
strategy. We industrialise our pro- 
duction as much as possible through 
sophisticated processes. 


Your financial results for the last year 
indicate a fall in operating profit in 
2004 vis-à-vis the previous year but the 
share price on the Paris exchange actu- 
ally went up following that. That's curi- 
ous. Had the market expected worse? 
Can we interpret this as the beginning 
of a turnaround for Capgemini? 

Absolutely, yes. What happened in 
Capgemini started with the inter- 
net bubble and the incredible drop in 
prices (of services) and the conse- 
quences of the multiple reorganisa- 
tions that followed the merger with 
(the consulting business of) Ernst 
& Young. The cost of all this had to 
be evidenced through the accounts 
of 2003 and the first half of 2004— 
that was a picture of loss at the 


ftshore" 


operating level for Capgemini. And 
in the second half of 2004, the figu- 
res showed the efforts of the res- 
tructuring efforts that had been 
started in 2003. Now, why did the 
share price rise? Well, the markets 
did not anticipate that the ‘back to 
basics' programme (of 2003) would 
produce results so rapidly. In the 
second half of 2004, we had promi- 
sed the market 2 per cent in opera- 
ting income; we did 2.35 per cent. 
We had a good cash position at the 
end of the year and gave a com- 
fortable guidance for 2005. I also 
said that Europe (operations) was at 
80 per cent of turnaround and that 
we had then to tackle the us problem 
where, as of February, we were at 
below 50 per cent of turnaround 
and have a long journey. 


Could you outline the key areas you 
tackled as part of your *back to basics' 
programme of 2003? 

First of all, (we) pushed utilisation of 
our systems integration practices to 
80 per cent, and that of consulting 
practices to 70 per cent. Then, (we) 
reimposed the discipline of proces- 
ses in delivery to crunch overruns. 
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What role has offshoring, particularly to 
India since that’s your largest offshore 
centre, played in your restructuring? 

Offshoring was important to flag 
off modernity. We called it right 
shoring. Distributed delivery, we 
said, is the new motto. The indus- 
trial model will never be as it was 
before and offshoring was neces- 
sary to flag off that ‘never again’ 
sort of political expression. All the 
managers of Capgemini had to 
acknowledge that what held good in 
1995 wouldn’t in 2005. Practically, 
it (the impact of offshoring) was 
very small. Now, we are at 2,500 
people in India and we are a 
60,000-employee organisation. The 
turnaround was done by the rest 
of the 57,500 people, so offshoring 
was important only symbolically. 


Has offshoring impacted your margins 
in any way, then? 

Again, it all depends on the countries. 
This is not a homogenous company, 
but a decentralised one. Today, 60 
per cent of the India activities are 
' servicing the Us operations, 25 per 
cent the UK one, and the rest Holland 
and Denmark. Last year, it was 95 
per cent for the us; it all started 
there. The story is simple: the us 
operations had been heavily bashed 
by TCS, Infosys and so forth, the tier- 
one Indian players. 


This is interesting; some global IT ser- 
vices firms claim they hardly see Indian 
players in their market segments, and 
some explicitly state that they are a 
threat. What is the real picture? 

I see the results on the prices. In the 
Us, the daily price at which you bill 
has dropped by 15 per cent a year 
for the last three years, and Accen- 
ture and IBM have developed 
offshore operations to sustain those 
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price points. It's easy to say that 
Indian firms have vanished from 
the Us market but the result is there 
for everyone to see. It appeared as 
inevitable for our US operations to 
work with India. Then, UK under- 
stood it was preferable to work 
with Capgemini India; this was in 
2003. Then, starting the second 
half of 2004, it was Holland and 
Denmark. Holland was totally 
adverse to offshoring. They said it's 
not necessary; today, they are extre- 
mely profitable and positive about 
working with Capgemini India. You 
will see progressively the operations 
in Germany and France also starting 
to get convinced. In Germany, the 
first step (for offshoring) will be 
Poland. Then, it will be India. 


Isn't offshoring a double-edged sword for 
companies like yours? While it reduces 
costs, it also reduces billings and there- 
fore revenues, right? How do you resolve 
that contradiction? 

It is not a contradiction. There is a 
market, the market decides the price 
and when you have this price you 
discover that if you want to be profi- 
table you have to be offshore. There 
is no choice. The customer tells you 
I want a price decrease of 15 per 
cent, you make it or you are out. 
The topline does not take a hit. Let 
me give you an example: France 
Telecom. It launched in 2003 a 
reverse auction operation where 
those with the lowest prices get the 
job. It is extremely cruel. It lasts two 
to three hours and is very rapid; you 
see the price points cascading on the 
screen. At some point you say, 
"Come on, I am not doing it at that 
price," and then you get a phone 
call from the customer saying “If 
you don't, you're out." It's serious. 
We accepted a 15 per cent price cut 


from France Telecom and at the 
time we did business of euro 120 
million (Rs 636 crore) with them. 
Huge. So you can imagine the 
(potential) drop in the revenue and 
profit. What did we do? In one year 
we completely reconfigured the 
operations for France Telecom. We 
increased the utilisation rate, cut 
costs and moved offshore to some 
extent. The result: 20 months later 
we do more business than before 
with France Telecom at lower prices. 
The machine is changing. The mar- 
ket is forcing us to change. 


Do you find costs in India hardening in 
addition to the manpower crunch? 

I see no problem for the next five 
years, but after that it is totally 
unpredictable. There is a recruit- 
ment crunch everywhere in the 
world. It's difficult to recruit even in 
the Western markets. 


That's an anomaly; on one hand we talk 
of layoffs in the West, and on the other 
you mention a recruitment problem... 
At Capgemini we laid off 1,800 
people last year out of 60,000, but 
again it's the same answer: it's diffe- 
rent from country to country. Last 
year we had to fire people in Spain 
and Italy because the cost base was 
too high and we had to lower (it) to 
break even. This year we are firing 
senior managers in the Us; at the 
same time we would like to recruit 
in Holland, France and Germany, 
and it's difficult to find people. It is 
never a homogenous answer. In 
France we want SAP people (those 
who can implement an enterprise 
package from German firm sa») 
and it is not easy, and in the UK we 
want to recruit Oracle people. 
Recruitment is getting systemati- 
cally difficult everywhere. El 
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tainable in the long term? Yes, say 


experts, this is the real McCoy. 


The financial services sector is growing at a "The heightened activity in financial 
services will continue for some more 


furious pace. More money is pouring into existing jinn.” says Narayan S.A., Managing 
and new products. And the party shows no signs Director of Kotak Securities. Why? 


First, the broad India growth 


of slowing down. BY NARENDRA NATHAN story (the economy is expected to 


T’S A GREAT TIME TO BE A 
finance professional. The sec- 
tor's just going up, up and 
up. Sceptics dismiss this seem- 
ingly gravity-defying conti- 
nuum as the natural consequence of 
an economy in overdrive. It's impos- 
sible to counter that logic. The ques- 
tion is: is the current boom sus- 
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grow at 7 per cent plus in 2005 -06) 
still looks very good. Secondly, the 
stock market is in very fine fettle 
(the sensex crossed the 7,000-mark 
for the first time on June 20, 2005). 
That’s why so many financial servi- 
ces companies have tapped the mar- 
ket recently. And most importantly, 
international interest this time is 
very strong. It is this interest from 
deep-pocketed foreign players that's 
likely to sustain the boom in the 
financial services sector over the 
long term. For example, Us pen- 
sion fund major Principal Inter- 
national (which manages $200 
billion or Rs 8,80,000 crore 


worldwide) is increasing its exposure 
to India by launching new initia- 
tives in insurance, insurance broking, 
financial planning, etc. Why? "India 
is like Japan in the 70s; anyone not 
getting in now will lose out on a 
huge emerging market," says Sanjay 
Sachdev, Country Manager (India), 
Principal International. The Black- 
stone Group, one of the world's 
largest venture capital companies, 
and Dawnay, Day International, 
the UK major with interests in real 
estate and financial services are also 
betting big on India. “We want to 
recreate our UK success in India,” 
says Guy Naggar, Chairman, 
Dawnay, Day International. And 
all these players are eyeing the long 
term. “Anything less than 10 years 
is short-term for us,” says Sachdev. 
Mutual funds: A lot of action is 
taking place in this space. The sector 
is simultaneously witnessing con- 
solidation (UTI Mutual Fund has 
absorbed IL&Fs Mutual Fund; Birla 
Sun Life Mutual Fund is absorbing 
Alliance Mutual Fund) and expan- 
sion (Dawnay, Day AV Financial 
Services’ plans are at an advanced 
stage; Ajay Bagga, former CEO of 
Kotak Mahindra Mutual Fund, is 
planning a fund of his own). Even 
traditional fixed-income fund houses 
have started launching equity pro- 
ducts. For example, Standard 
Chartered Mutual Fund has launched 
equity schemes after five years of 
following a “debt only” mantra. 
Why? “During this time, the systems 
and processes in the stock market 
have improved considerably. And 
the attitude of investors has also 
changed. They are now looking at 
equities as a long-term option and 
not only as a short-term trading 
opportunity,” explains Naval Bir 
Kumar, Managing Director, Standard 
Chartered Mutual Fund. 

Assets under management have 
grown at 10 per cent per annum 
from Rs 1,04,032 crore five years 
ago to Rs 1,67,978 crore (as on 
May 31, 2005). Experts feel the 
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" India is like Japan in the 
19705; anyone not getting 
in here will lose out on a 
huge emerging market" 
Sanjay Sachdev 


Country Manager (India), Principal International 


"The market has become 
more dynamic; it is no longer 
possible for investors to 
invest and forget" 


Shitin Desai 
Vice Chairman, DSP Merrill Lynch 
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"Real estate funds provide 
investors with expert 
advice and the benefit 

of diversification" 


S. Sriniwasan 
Executive Director & Head (Real Estate Fund), 
Kotak Mahindra Investments 
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fiasco at Unit Trust of India (UTI) 
retarded the pace of growth in 
the mutual fund industry. But 
now that those problems are 
behind it, the mutual fund indus- 
try expects great times ahead. 

Real estate funds: The easing of 
FDI (foreign direct investment) 
norms in real estate is expected to 
sustain and accelerate the boom in 
the sector. And with SEBI (Secu- 
rities and Exchange Board of 
India) now allowing the launch of 
real estate funds (which invest in 
construction projects), investors 
can share in the wealth being 
created in the sector. HDFC and 
ICICI Bank were the first to get 
their feet into the door. And 
others like Kotak Mahindra 
Investments (which is planning 
to raise Rs 500-750 crore) and 
Dewan Housing Finance (Rs 250- 
300 crore) are following close 
behind. Dawnay, Day is the big 
foreign entry here. It will invest 
about $100 million (Rs 440 crore) 
directly in the Indian real estate 
sector before launching real estate 
funds (both in India and offshore). 
"As we have generated around 


50 per cent CAGR on our real 
estate investments (in the last 20 
years), it is easy to raise funds," 
says Peter Klint, Chief Executive 
of Dawnay, Day International. 
Will this new financial product 
find a large market in India? 
Indian real estate investors are 
believed to be more comfortable 
with “real” estate (that he can see) 
than with this financial instru- 
ment. “But this product provides 
them with expert advice and the 
benefit of diversification,” says 
S. Sriniwasan, Executive Director 
& Head (Real Estate Fund), Kotak 
Mahindra Investments. “There is 
demand for good quality town- 
ships in India; so the market is 
enormous," says Kapil Wadhawan, 
MD, Dewan Housing Finance. 
There is currently an estimated 
deficit of 19 million housing units 
in India; this will increase to 22 
million units in the next five years. 
"The opportunity exists not only 
in big cities like Mumbai and Delhi 
but also in smaller centres," says 
Sriniwasan of Kotak Mahindra. 
Private banking: This sector is 
getting more organised now. 


BUT WHERE ARE THE PEOPLE? 


HERE'S AN EXPLOSION OF DEMAND FOR TRAINED HANDS. PRINCIPAL INTERNATIONAL 
has hired more than 130 people for its insurance broking business within 


two months of starting operations. Dawnay, Day AV Financial Services is 
planning to launch its operations soon from five cities. Its requirement: 25- 
30 people initially, going up to 50-75 in one year. Start-ups have also joined 
in. Paras Adenwala, former Head of Equities at Birla Sun Life Mutual 
Fund, is setting up a research team of around 10-12 people to handle port- 
folio management services (PMS). More and more mutual funds are jumping 
into the PMS bandwagon. This is sending demand for personnel through the 
roof as SEBI rules mandate separate teams for mutual funds and PMS. 

Expectedly, there is a lot of poaching going on. Big players like DSP Merrill 
Lynch, Kotak and Prudential ICICI have all lost some key personnel to rivals. 
How are they coping? "Organisations should groom the second tier for greater 
responsibilities," says Dipak Gupta, Executive Director at Kotak Mahindra 
Bank, which showcased its bench strength when it found replacements for 
two key personnel (Ajay Bagga with Sandesh Kirkire and Ajay Sondhi 
with Falguni Nayar) from within the group in one day flat. 
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"Investors are now looking at 
equities as a long-term option 
and not only as a short-term 
trading opportunity" 


Naval Bir Kumar 
MD, Standard Chartered Mutual Fund 
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IRST, IT WAS A CHURN IN THE SHAREHOLDING PATTERN OF ING VYSYA LIFE INSURANCE 

Company (IVLIC); ING Vysya Bank sold its entire 14.87 per cent stake in the 
insurance venture to Gujarat Ambuja Cement. Then, came news that AMP Sanmar 
Life Insurance, the three-year-old 26:74 per cent joint venture between Australia's 
AMP Group and Chennai-based Sanmar Group, was up for sale. 

Insurance is a long-term play with maturity periods of 40-50 years, so isn't the 
shakeout coming a trifle too soon? And it isn't that the industry is doing badly. Private 
insurers garnered a healthy 22 per cent of life and 14 per cent of the non-life busi- 
ness in 2004-05. AMP Sanmar and IVLIC mobilised Rs 91.2 crore and Rs 282 crore, 
respectively, as income from new premia during the year. 

Ostensibly, AMP wants to focus on its core wealth management business in 
Australia and New Zealand, and ING Vysya Bank on its retail banking business. But 
market observers say stifling foreign equity norms—foreign players can hold only up 
to 26 per cent stake in Indian insurance companies, and there's been no movement 
on the proposal to increase this limit to 49 per cent—and the lack of commercial flexi- 
bility make Indian operations almost 25 per cent more expensive than comparable mar- 
kets abroad. These, they say, are probably why these foreign majors lost interest. The 
Insurance Regulatory Authority of India would do well to take note. 





Why? *These are one-stop shops 
that provide clients with compre- 
hensive wealth management solu- 
tions for all their needs," says Sharad 
Sharma, Country Head (Private 
Banking), BNP Paribas. Secondly, 
the withdrawal of several high-yiel- 
ding risk-free products (like RBI 
Relief Bonds) is forcing investors 
to rethink on how they manage 
their wealth. Besides, “the market 
has become more dynamic; it is no 
longer possible for investors to 
invest and forget (in the hope of 
reaping benefits later),” says Shitin 
Desai, Vice Chairman of psp Merrill 
Lynch. BNP Paribas is planning 
advisory services for investments 
in real estate, gold, commodities, 
even art. Insurance advisory services 
are also becoming popular. That 
explains why more companies are 
entering the insurance broking. The 
reason is simple: customer focus. 
“An insurance broker represents 
the customer, while an insurance 
agent represents the company,” says 
Principal’s Sachdev. 

Foreign banks, new-generation 


private banks and big equity rese- 
arch houses are moving aggressively 
into the arena of personal wealth 
management. But won’t the high- 
entry barrier (for example, it is a 
minimum of $1 million, or Rs 4.4 
crore, at BNP Paribas) restrict its 
growth momentum? No. According 
to a Capgemini-Merrill Lynch 
report, India has 70,000 indivi- 
duals with financial assets in excess 
of $1 million excluding their pri- 
mary residence. That implies a 
minimum market size of $70 bil- 
lion (Rs 3,08,000 crore). No won- 
der everyone is upbeat. “We are 
planning to double our client base 
from 450 families now to 1,000 
families by the end of the year,” 
says Amitava Neogi, Chief 
Administration Officer (Global 
Private Clients), DsP Merrill Lynch. 
Private equity/ venture capital funds: 
Though private equity and venture 
capital funds have been active for 
several years, their visibility 
increased only recently, after the 
Blackstone Group decided to bet 
big on India by committing $1 
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billion (Rs 4,400 crore). And this is 
just the starting point. “The alloca 
tion will be raised if new opportu- 
nities emerge,” says Akhil Gupta, 
Chairman, Blackstone India, “and a 
committed India fund will be raised 
in due course." Another player, SREI 
Infrastructure Finance, is launching 
a venture capital fund to finance 
“investments by Indian companies to 
gain global competitiveness”. “We 
expect to raise around Rs 1,000 
crore for this,” says Hemant 
Kanoria, Vice Chairman & 
Managing Director of the company. 
Pension funds: Every player in the 
financial services sector is waiting for 
this sector to open up. It’s not dif- 
ficult to guess why. There are 30-50 
million workers employed by the 
organised sector in India. Average 
savings of Rs 1 lakh each adds up to 
a massive Rs 3,00,000-5,00,000 
crore—more than the total size of 
the mutual fund industry in India. 
And with the central government 
expected to act within a year, the 
“real action" is expected to start in 
this space very soon. 
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Many Indian gaming 
companies are devel- 
oping proprietary 
products, and some 
are even selling these 
under their own 
names. But it’ll still 
be a while before we 
see an Indian company 
anywhere near the 
top of the global 
totem pole. 

BY SAHAD P.V. 


THE TOP 5 PLAYERS 


HE RELIANCE WEBWORLD 
outlet in New Delhi's 
tony New Friends Col- 
ony is unusually crow- 
ded on a hot June eve- 
ning. It is hosting the zonal finals of 
a gaming competition organised by 
Reliance Infocomm. Sitting in front 
of flat screens, a dozen teenagers 
are busy playing games. Anirudh 
Sharma, 21, sporting long hair and 
a scant beard, is one of those playing 
FIFA soccer, a popular game. Sharma, 
who is preparing for the Common 
Admission Test is a gaming enthu- 
siast and was a finalist in the India 
leg of another competition, the 
World Cyber Games, last July. His 
professional goal: setting up a 
gaming company after completing a 
post graduate diploma in business 
management from one of the Indian 
Institutes of Management. 
Sharma's role model is Vishal 
Gondal, a game freak-turned-ent- 
repreneur who founded Indiagames 
in 1999 when he was just 23. The 
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Rs 67-crore Indiagames is the 
country's largest gaming company, 
employs 300 people, and counts 
global biggies like Tom Online, 
Cisco and Macromedia as investors. 
Gondal spotted the opportunity 
before most others (only the 
jangalore-based Dhruva Interactive, 
set up in 1997, 
then). But the gaming scene has 
become quite crowded now. Several 
dozen Indian companies are doing 
outsourced work for foreign game 


was in business 


developers; some of them develop 
proprietary gaming products; 
and a few even sell branded 


GOPALA KRISHNAN 
CEO/ Mobile2win 


“Differentiation is taking 
place in the mobile games 
space; half the games 
downloaded is serious, 
while the other half 


comprises casual games” 





games in India and abroad. Still, 
the country is still only a miniscule 
blip on the global gaming radar. 
According to market research firm 
ACNielsen, the Indian gaming market 
is worth $50 million (Rs 220 crore); 
global revenues add up to $30 bil- 
lion (Rs 1,32,000 crore). The 
us-based Electronic Arts alone had 
sales of $3 billion (Rs 13,200 crore) 
in 2004 and a market value of $20 
billion (Rs 88,000 crore), Compare 
it to Indiagames, and you get the 
picture. So what’s the big deal? 





INDIAGAMES (Mumbai) 


Mobile telephony! That's 
what's driving mass gaming in 
India. Telecom operators say subs- 
cribers are downloading 500,000 
games every month from their 
GPRS or WAP portals (Reliance 
through its R-World); this is likely 
to cross 1.5 million by the end of 
the year. “Mobile phones are 
making gaming a mass market 
phenomenon," says Pravin Pinto, 
GM (Marketing) at LG's CDMA 
Handset Division. Nasscom esti- 
mates that the Indian gaming 


MOBILE2WIN (Mumbai and Shanghai) 


MAUJ (Mumbai) - 


industry will tot up revenues of 
$500 million (Rs 2,200 crore at 
current exchange rates) by 2010. 
In much the same vein, research 
agency In-Stat/MDR says the Indian 
mobile gaming market alone will 
touch $336 million (Rs 1,478.4 
crore) by 2009. “The growth of 
mobile gaming in India has attrac- 
ted publishers, developers, anima- 
tors, musicians and content provi- 
ders, and is also stimulating the 
development of innovative busi- 
ness models,” said Clint Wheelock, 
Director of In-Stat/MDR's 
wireless research group. 


"We do not 

take up 
outsourcing jobs. 
We develop and 
publish our own 
games” 


* 4. 


PARADOX STUDIOS (Mumbai) 


It can be argued that these num- 
bers are virtual, at least for the 
moment. But there's a lot of real 
action on the ground as well. Says 
K. Rajesh Rao, ceo, Dhruva 
Interactive, who worked with 
Microsoft Gaming Studio for an 
Xbox game, Forza Motorsport: 
“Global biggies now seek us out 
and want to do business with us. It’s 
a nice position to be in.” Rao, a 
computer science engineer from 
Sweden’s Royal Institute of 
Technology, started his company 
with a bank loan, and remained 
cash-strapped till 2001 when Atari 
(a global gaming company) founder 
Eric Moffet came in as an angel 
investor and ploughed in $500,000 
(Rs 2.35 crore at the exchange rate 
prevailing then). Dhruva is cash- 
positive now, and is looking for 
venture capital to scale up opera- 
tions. For starters, it has acquired 
Project Zoo, a gaming consultancy 
company in the UK. “This gives us 
an entry into the UK and EU 
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markets," says Rao, who's also 
looking for acquisitions in China, 
Russia and East Europe. 

But the gold standard of the 
Indian gaming industry is India- 
games. Gondal started with 
$750,000 (Rs 3.2 crore in 1999) in 
funding from Infinity and IL&Fs. 
But his big moment came in 
December 2004, when Tom 
Online, China's largest gaming 
company (with revenues of $125 
million or Rs 550 crore in 2004), 
picked up an 80 per cent stake 
in Indiagames for $18 million 
(Rs 79.2 crore). Subsequently, in 
April 2005, networking giant Cisco 
and multimedia software maker 
Macromedia bought a combined 
stake of 18 per cent for $4 mil- 
lion (Rs 17.6 crore) from Gondal 
and Tom Online. It brought 
Gondal's stake down to less than 20 
per cent, but he isn't worried. *We 
needed the investments to take the 
company to the next level," says 
Gondal, adding that Indiagames 
will not take up outsourcing jobs 
anymore; from now on, it will only 


“Global biggies now 
seek us out and want 
to do business with 
us. It’s a nice position 
to be in” 


develop and publish (industryspeak 
for marketing) its own games. The 
company already sells mobile games 
to 135 telcos in 65 countries and is 
now readying to exploit synergies 
with its strategic partners. 

The outlook is definitely bul- 
lish. If you still have any doubts, 
sample this: Reliance Infocomm 
has got its foot into this door. In 
2001, it set up Paradox Studios, 
which started as a developer of 
Web-based games, and is now 
aggressively moving into other 
platforms like pcs and mobiles. 
The Mumbai-based Paradox has 
65 mobile game titles, 30 online 
titles and three PC games. Reliance 
Infocomm’s strategy is simple: 
develop gaming applications for 
its nationwide broadband network 
and for its 10-million-plus mobile 
subscriber base. Informs Sarup 
Chaudhury, Head, Reliance 
WebWorld: “One-fourth of the 
four lakh registered users at the 
200-odd WebWorld outlets are 
gamers.” The company currently 
offers games published by global 


LOW-COST GAMING 


LOBALLY, IT’S AN EXCITING TIME FOR GAMING. SONY'S PLAYSTATION 3 IS LIKELY TO 

be launched in early 2006, while Microsoft's Xbox 360 will reach customers 
by Christmas this year. Nintendo will launch its high-performance Revolution 
in 2006. But in value-conscious India, the action will be driven by mobiles and 
broadband. Rajesh Jain, who shot to fame when he sold IndiaWorld to Sify for 
Rs 500 crore in 1999, writes in his blog emergic.org: "Gaming has the potential 
to be a killer app in India. The low installed base of PCs and the non-availability 
of consoles in India creates an opportunity for an IP set-top box, which provides 
not just a gateway to gaming, but also computing, telecom and television." 
If it's priced right —Rs 5,000, Jain feels, is just right—it can become the next 


killer product. 
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gaming giants like Electronic Arts 
and Activision. *The opportunity 
here is in developing games for 
the Indian market with local con- 
tent," says Anurag Khurana, 31, 
CEO of Paradox. 

It doesn't require a rocket sci- 
entist to see this opportunity. 
According to telecom operators, 
India's mobile phone subscriber 
base is expected to touch 180-200 
million by 2007. Little wonder then, 
almost all the local players— 
from Indiagames to Mumbai-based 
Mauj (part of Shaadi.com) to 
Mobile2Win (part of Alok Kejri- 
wal's Contest2win.com)—are 
focussed on this segment. 

Bollywood hits and cricket are 
the two most popular game themes. 
Mobile2Win's game based on 
Sholay (it shares revenues with the 
movie's producer) is a big hit, with 
70,000 downloads since its launch 
in November 2004. Now, every 
film producer wants to sell gaming 
rights for licence fees of Rs 5-35 
lakh. *On the mobile gaming side, 
India (which accounts for five 
per cent of the global market) is 
almost at par with the global game 
makers," says Khurana. 

But will India ever have gaming 
companies like Electronic Arts or ID 
Software, which make multi-mil- 
lion dollar console games? Unlikely, 
at least in the foreseeable future. 
Developing a console title can cost 
$30-50 million (Rs 132-220 crore). 
Not many companies have the 
wherewithal to do this (but Paradox 
has developed a rc title). “It’s a big 
issue," says Mohit Anand, Senior 
Manager, Microsoft Home 
Entertainment Division. 

But Indiagames’ Gondal is opti- 
mistic. With millions of dollars in 
funding, he can afford to be. He can 
(and does) aspire to become a con- 
sole game maker. But can another 
20-something gaming enthusiast 
walk in and start a company that 
goes on to become a winner? Who 
knows? It's a funny game. El 
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THE POWER or BRANDS 


One key to successful brand-building is to understand how to develop a brand identity--to know 
what the brand stands for and how to effectively express that identity - David Aaker 





they provide a secure stream of income for the business. How many brands must a marketer ideally have in his portfolio? How 

many distinct consumer segments exist in a market? How many distinct consumer benefits can be offered in any product 
category? These are million dollar questions that marketers are constantly seeking answers for. Every new brand attempts to find a new 
benefit and hence a distinct consumer segment to address, expecting a share from existing brands in the market. And only time tells 
whether the segment (and brand) is sustainable in the long run. The world can be looked upon as one big market -- homogeneous mass 
of 6 billion plus people -- all being human beings at a base level -- with the same basic physiological needs and wants. 

A Brand is a method of product differentiation. The aim of the process is to make the price elasticity of demand more inelastic 
through encouraging consumers to identify with the product. A brand promotes an identity and an image that sets it apart in some way 
from its rivals. Businesses will talk of creating a 'personality' for a brand that reflects what it wants the brand to be associated with; 
such a 'personality' could refer to the characteristics of the product the packaging, the lifestyle it reflects, the ingredients or contents, 
where it is sold and so on. Developing brands can take many years. The ability to establish a brand allows a business to extend the 
product life cycle in that the growth and maturity stage can be extended significantly. 

The mantra for the future will be ‘fewer the better’. Gone are the 
days when marketers could afford the luxury of creating new 
equities for every new opportunity. The trick will be to tap new 
opportunities within the constraints (or with the advantage of) 
current brand equities. And simultaneously build robust ‘master’ 
brands that can support a myriad of products across categories. 

The first thing to recognize when we talk about brands is that 
they are not just names, terms, symbols, designs or combinations of 
these. The additional ingredient that makes a successful brand is 
personality. The secret to successful branding is to influence the 
way in which people perceive the brand. Once brand values have 
been identified, they should drive all other activities impacting on 
customers and be used to achieve consistency, which is so 
meaningful to consumers. All aspects of marketing and 
communications should reflect the brand values, as should 
company employees in demonstrating those values in their 
behaviour to customers. 


A strong brand is the most valuable asset of many successful companies. Brands are assets because, when properly managed, 





Power Branding 
1988 was labeled as "the year of the brand”. It was the year when the world saw Phillip Morris taking over Kraft in the US and Nestle 
buying Rowntree in Europe. Phillip Morris paid four times the value of the target company's tangible assets and Nestle over five times. 


If we look at the figures, in 1988 just four brands were sold for a whooping US$SObillion. Such incredible payments for "names" 
were a reflection of the value placed on the brands in terms of long term profit expectancy. 

Since then the trend has continued and the power of brands to command gigantic prices has become much more conspicuous. 

Now the question that arises is, how is it that brands can deliver such spectacular rewards? The answer - it's all in the mind! 

A company's advertising, promotion, changes in name, new logo design or other activities will not successfully build a brand unless 
there are certain well-defined values which are consistently communicated and demonstrated by the company which are recognized 
and appreciated by customers. In the quest for the same Bank of Baroda's new corporate brand identity is much more than a cosmetic 
change. It is a signal that BOB recognizes and is prepared for new business paradigms in a global platform. At the same time, BOB 
wants to stay in touch with their heritage and enduring relationships on which the bank is founded. By adopting a symbol as simple 
and powerful as the Baroda Sun, they hope to communicate both. 
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>THIS IS THE WAY 


ENHANCE HUMAN EXPERIENCE 
IGNITE GLOBAL COMMERCE 


SECURE CRITICAL INFORMATION 


> THIS IS NORTEL 





With more than a century of experience in shaping the evolution of 
communications, Nortel continues its tradition of innovation today by 
providing secure solutions that ignite and power global commerce while 
helping solve the world's greatest challenges. 


Nortel's leading portfolio of solutions spanning packet, optical, wireless and 
voice technologies are at the very foundation of the world's economy, 
powering global commerce and delivering innovative network capabilities to 
connect rural and underdeveloped regions. 


Working together with its customers in 150 countries, Nortel is improving the 
human experience by fundamentally changing how the world works and how 
people communicate, creating unique capabilities for business, education, 
entertainment and security through reliable data and voice technologies. 


Drawing on its fundamental understanding of the network - both voice and 
data - Nortel secures computing, network applications and end-user 
environments while maintaining five 9s of reliability.* Nortel helps 
governments, businesses and individuals stay ahead of threats including 
hacker intrusion, worms, denial of service attacks, identity theft, and by 
delivering enhanced network management capabilities. 


Whether supporting billions of transactions by a financial institution, providing 
vital information services for healthcare or helping education heighten 
learning experiences through the most advanced technologies, Nortel 
solutions are at work wherever reliable data and voice communications are 
most critical. 


www.nortel.com 






































On 6th June 2005, the new logo - The Baroda Sun was launched. The Ban 
in change gear ard the logo change is the beginning c of a total transforma 
happening in the Bänk; : 






The old logo. was found to be clutter d did not Mdegharely aid bt 
recall. The Bank also wanted to establish a unique identity to break out of 
general clutter... Its research findings emphasized the need to. build . a str 
brand. And the Baroda Sun emerged from these objectives. 





The Bank has a 97-year continuous record. of profit making. H 
pioneered several firsts in the industry. Its worldwide network across 
countries: through 2800. branches providing financial solution to 25 mil 
people, positions it as "India's International Bank". 


In order to reinforce the brand promise one a achiever - Baroda, tied'up 
another achiever Rahul Dravid and together they should make Baroda a b 
of first choice in its selected market segments. ; 

Since the 6th June launch, several path breaking initiatives, have + 


l di triggered: 
,,F Bank of Baroda * — 8am to 8 pm business hours at a large number of branches ac 
; " India 


* — 24 hours branch banking 


9^ Access to 4500 ATMs. through the Bank's owned network 
501 ATMs. 


ate Instantéhédus inbound money transfers through a tie up M 
T imesofMoney. com : 


% —— Express money aee through a partnership with Western Ur 
Money Transfer 


* Tie up with HP for core banking solution for 1900 branches 
anytime anywhere banking. The first year will cover nearly 


* A record breaking 201 ATMs launched ina single day. 
200 branches. 
*$. 501 ISO certified branches for world class certified service 


Several other initiatives are on the anvil and will be introduced over 
next few months. 


Bank of Baroda. is-set to perform. the promises, ensconced in: its log 
The Baroda Sun. ; 


is a signal that we recognize and are prepared for 
e will always stay i in touch with our heritage and 


enduring relationships o on whicho our rbank is founded. 





www.bankofbaroda.com India's International Bank 
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White Goods 


Rising input costs, overcapacity, slow growth, and huge losses plague the country's 
Rs 5,000-crore white-goods industry. Is there a way out? BY KUSHAN MITRA 


ROM THE SMILES ON THE 
faces of pretty women 
who invariably star in 
advertisements for 
refrigerators, washing 
machines and microwave ovens, it 
would seem that all is well in the 
Rs 5,000-crore white goods indus- 
try. Scratch a little, though, and the 
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happy veneer will scrape off to 
reveal a painful, tearful reality. 
Overcapacity rules, slashing prices to 
the bone is the norm and without 
adequate sales volumes to com- 
pensate, bottom lines across the 
board are a deep shade of red. 
Pushed to the wall, the tenure of 
senior managers in the ‘durable’ 


industry is now counted in months, 
not years. So much so that Swedish 
white goods giant, Electrolux AB is 
reported to have given up on India 
and is said to be looking for a buyer 
for its three factories in the country 
as it readies itself for what looks 
like an ignominious exit. 

"The competition today is not 


Volumes Growth Eclipses Value Growth Year-On-Year... 


Volume Growth (95) 
FY05/04  FYO4/3  FYO3/02 FY05/04 FY 04/03 


Value Growth (95) 
FY 03/02 





Source: ORG-GfK 


...Resulting In Price Erosion Across Categories... 


Price Change (%) 
FY 05/04  FYO4/03  FYO3/02 


Source: ORG-GfK 


...No Wonder Almost Everyone's Bleeaing 







= ( 


and profits (if any) are miniscule 


Sales 
(Rs crore) 





Source: Companies *Year ended December 2004 **Year ended September 2004 
March 2005 ^ Half-year ended September 2004; full year's results yet to be declared 


to be the market leader or brand 
leader, but a loss leader," says 
T.K. Banerjee, Managing Director 
of Chinese white goods major 
Haier India, the latest price war- 
rior in an already bloodied mar- 
ket. He is right, for just about no 
one, not even the otherwise 
invincible chaebols, LG India and 


+Year ended 


Samsung Electronics India, are 
making money selling white goods 
in India (see The White Goods 
Sob Story In Short). And if anyone 
claims that they are (making pro- 
fits), they are either a high-end 
niche player such as Hitachi, 
which sells just air-conditioners, or 
they are simply lying. “There is no 


question of margins today; if you 
can make enough to cover your 
costs, you’re lucky”, admits Shyam 
Motwani, Vice President (Marke- 
ting), Godrej Appliances. 

Not that you hear consumers 
complaining, for they have never 
had it so good. A five-kg automatic 
washing machine is now available 
for Rs 6,000 as against Rs 8,000 just 
two years ago. A 1.5-tonne room 
air-conditioner is in the market at 
prices nudging Rs 15,000 as against 
Rs 25,000 three-four years ago. 
Then, absolute prices coming down 
is a truism in just about all con- 
sumer goods, from cars, two-whe- 
elers, electronics, even expendables. 
And it’s no excuse for making 
losses, when industry profits across 
sectors are booming, with the con- 
solidated profit of India Inc. cros- 
sing Rs 1,00,000-crore in Fy 2005. 
So why is the durable industry in 
India an exception? 


How It All Began 

“Prices are tight, but that is nothing 
new in this industry”, says Girish 
Rao, Vice President (Sales), LG India. 
“The problem, particularly in the 
last year has been the increasing 
cost of components, plastics, met- 
als... price of just about everything 
are going through the roof.” And it 
has been a double whammy of sorts. 
There is way too much supply cha- 
sing too little demand. 

Just how bad things are can be 
gauged from the fact that India 
boasts an installed capacity of over 
five million refrigerators, against a 
demand of just 3.3 million (2004- 
05). Couple this kind of demand- 
supply imbalance with an anaemic 
under 6 per cent growth in sales 
of refrigerators, and the result is 
one measure of the frustration in the 
industry. “No one can raise prices 
here. We are stuck between low 
volumes and low prices,” says 
Ravinder Zutshi, Deputy Managing 
Director, Samsung India, Explains 
Nanu Gupta of Vijay Sales, Western 
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A. PRABHAKAR RAO 


` GfK. Yet, in value terms, the market grew by 108 per cent to 


A DIFFERENT, HAPPY STORY IN 
CONSUMER ELECTRONICS 


RICE EROSION IS A PROBLEM IN CONSUMER ELECTRONICS AS WELL, 
even at the high-end. For instance, the average price of a 
flat-screen colour television fell almost 12 per cent last year, 
according to retail sales data from research agency ORG- 


Rs 3,106-crore (3 million units). “In televisions, strong volume 
growth more than made up for the price erosion", explains T.K. Banerjee, 
Managing Director, Haier India. 

In the hierarchy of consumer durable purchases, a television is still 
uppermost for the Indian consumer. "And as more TV manufacturers get more 
components made in India, prices will progressively get lower, boosting 
volumes," says Girish Rao, Vice President (Sales), LG India. Apart from 
economies of scale, everything else is also working out for the consumer 


electronics category. 


"There is a lot of content and programming on cable & satellite television 
today to keep the category relevant," says Ravinder Zutshi, Deputy Managing 
Director, Samsung Electronics India. With direct-to-home television services 
set to boom with the entry of Tata-Star and Sun TV, besides the two 
existing players, Doordarshan and Zee, and the impending second round of 
private FM radio licensing with easier financial norms, the market for hard- 
ware, DTH ready CTVs and FM-ready music systems, will also boom. 

Another plus for CTVs is the relatively shorter replacement cycle compared 
to, say, a refrigerator or a washing machine, for technology changes such as 
curved to flat-screen are too apparent for the consumer to ignore. “Consumers 
usually replace televisions within five years. And what's best is that a TV holds 
residual resale value, unlike, say, a washing machine or a refrigerator, 
where there are few takers for an old one," adds LG's Rao. With multiple- 
television homes accounting for just 10 per cent of all 80-million TV 
homes, no one is expecting growth to slow down anytime soon. 


An intimidating choice of flat TVs: But he will still take one home 


N 
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India's largest electronics retailer, 
“Supply is outstripping demand 
two-to-one; the market cannot 
grow fast enough to match the sup- 
ply-demand imbalance." 

This is true even for washing 
machines, where the market has 
almost stagnated, moving from 1.1- 
million units six years ago to just 
1.4-million units in 2004-5, a 
compounded growth of barely 4 
per cent. Air-conditioners present 
the only silver lining, growing six 
fold in six years, from 0.2 million 
units to 1.2 million. “Refrigerators 
and washing machines not only 
have a long replacement cycle, in 
upcountry markets where the power 
supply is erratic, consumers don’t 
feel the need for such products; 
they don’t see the point in having a 
fridge when there is no electricity 
for four-to-six hours a day. And 
people in India stay away from 
washing machines because they 
think the bai (maid) is there to do 
the washing,” says LG’s Rao. 

With over half the market for 
most white goods, refrigerators, 
washing machines, ovens, even air 
conditioners, carved up between 
the two aggressive chaebols, it isn’t 
surprising that most competitors 
blame them for the sorry state of 
the industry. “Their strategy of 
gaining market share at any cost 
has hurt the rest of the industry,” 
says Haier’s Banerjee. Rivals also 
claim that at least one of the two 
chaebols, if not both, is not just 
losing money on white goods in 
India, but that its predatory pricing 


is skewing an already distorted busi- 
ness model for the industry. “Our 
home appliances division was profi- 
table last year and it will be so this 
year too," defends Samsung's Zutshi. 

LG India's Rao is also quick to 
retaliate, saying the company can 
afford to sell cheaper, and still not 
make lossses, because it sells more, 
something other companies are only 
beginning to understand now. With 
fixed costs constant, the theory goes, 
the Koreans follow the philosophy 
of amortising costs over much larger 
volumes, bringing down per unit 
cost substantially. “It is not just a 
question of amortisation; we have to 
sell according to our capacity, beca- 
use having a certain installed capacity 
means certain fixed costs, which do 
not disappear if you sell less," adds 
Samsung's Zutshi. Cause or effect, 
the result remains the same. 


The Blame Game 

"The reason why most other com- 
panies are showing losses is because 
of their policy of giving dealers 
huge credit,” adds LG’s Rao. In fact, 
dealer credit, another theory goes, is 
to blame for the woes of the 
industry. Most consumer durables 
companies sell through stand-alone 
dealers on credit, with the dealer 


SHOME BASIL 


CI E^ TDI IV (INDI 
LLUIINULUA V YWA 
MD RAJEEV KARWAL 
COON LICDE UAC 
St "IN HF XE ] IAS 
PEPARTENIY CIVEN HP 
RE UNI -ULI UIVLIY U 
AN NIDA ANT) MAV 
UN INDIA, ANU MA 
LYIT TUC AN N DV 
LAT! HIL UVUUINITMI 


paying the company only when the 
product gets sold, which could be 
anything betwen 30 days and 90 
days later: This meant that com- 
panies were in effect carrying 
inventories (and paying for it) right 
up to the retail store level. 

In an attempt to correct this 
inefficient system, and switch over 
to a pay-as-you-go system for dea- 
lers, companies such as Whirlpool of 
India (wor) and Electrolux Kelvi- 
nator India (EK!) had to implement 
massive write-offs on dealer debts 
over the past two years, pushing 
them into the red. And the trade-off 
for the dealer from the credit system 
to cash-and-carry again created its 
own problems for the industry. “We 
jacked up dealer margins to move 
them over from credit,” says Rao. 
With dealer margins up, and no 
room for increasing prices, the 
already wafer-thin 2-4 per cent 
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spreads just disappeared overnight 


for most appliance marketers. 

It was easier for diversified pla 
yers such as LG, Samsung and 
Videocon, who were present across 
consumer electronics and applian 
ces, to still conduct business as 
usual because they could cross-sub 
sidise their losses in appliances with 
surpluses from their booming 
consumer electronics business, 
colour television, DVDs, music sys 
tems and the like. “Five years ago, 
the size of the television market 
was similar to that of refrigerators. 
Today it is three times the size,” 
explains Banerjee. A booming cable 
& satellite market, at 61-million 


MD K.R. KIM 
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households currently, kept crv 
demand propped up; thus, des- 
pite a 12 per cent erosion in prices 
in CTVs, the margins were a 
healthy 8-9 per cent last year. 
Compare that with the under-4 
per cent margins that even a mar- 
ket leader such as LG claims it is 
making on appliances. 


A Long Dark Tunnel 

The cracks are already apparent in 
the pure-play durable model across 
companies such as Wol, EKL or 
Godrej Appliances. EKL is already, 
reportedly, exiting India, wot has 
been unable to hold its head over 
water and even Godrej Appliances, 
at One time synonymous with 
refrigerators in India, is a distant 
number three in refrigerators, and 
according to market sources, an 
unprofitable one at that. The market 
has already claimed two ctos of 


VIDEOCON (CMD 

VN. DHOOT SEEN HERE) 
HAS CROSS-SUBSIDISED 
LOSSES IN APPLIANCES 
WITH GAINS IN 
ELECTRONICS 
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appliance-only marketers, with Raj 
Jain of wor shunted out to China last 
year and the impending exit of 
Rajeev Karwal from EKL. For, it isn't 
just a matter of cross-subsidising 
alone that benefits companies with a 
presence in both durables and elec- 
tronics; a diversified portfolio comes 
with multiple advantages, such as 
assembly-line flexibility, to increased 
media, marketing and retail mus- 
cle. And in a fiercely competitive 
market, with parity in terms of price 
and brand power, such synergy can 
make all the difference on who sur- 
vives, and who is pushed out of the 
ring, much like EKL. 

"This is an extremely difficult 
phase that we are going through. 
The only way that this problem 
will get addressed is if the market 
grows," adds Godrej's Motwani. 
What will it take to make the mar- 
ket grow, to get the crucial volu- 
mes that would ensure profitabi- 
lity? Well, replacement cycles for 
durables, currently at 5-7 years, 
will have to get shorter and eco- 
nomic growth has to filter down to 
smaller cities for volumes to pick 
up in the hinterland. 

That apart, infrastructure issues 
(read: increased availability of 
power and water), something quite 


RAVINDER ZUTSHI, 
DEPUTY MD, SAMSUNG 
INDIA, FEELS THAT 

NO PLAYER CAN 
INCREASE PRICES 


out of control of marketers, will 
allow consumers across urban and 
rural India to buy more refrigera- 
tors and washing machines. *There 
is no point buying a refrigerator 
when you don't have electricity 
for half the day," says LG's Rao. 
Well, we don't have proof as yet of 
any of this happening anytime 
soon. Replacement cycles aren't 
getting any shorter, and power 
and water shortages have affected 
even the metros. 

However, as the market matu- 
res and consumers become more 
discerning, price will hopefully not 
be the determining factor. For even 
in the Us, despite the influx of 
cheap brands, Whirlpool remains 
the leader in appliances and 
General Electric in refrigerators. 
That's the only hope the industry 
has, and when you don't have any- 
thing left but hope, you realise 
that's enough. 
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MINE BUILDERS. n 


* 2, 3 and 4 Bedroom-Hall-Kitchen homes 
* Immediate possession with Occupation Certificate 
* Air conditioned health club, swimming pool, party lawns, 
terrace garden sit out, play area, twin tennis courts and 
jogging track; ample parking 
* Private access through basement to adjoining 
retail and leisure hub 
" * Low maintenance outgoings @ Rs.3.50 psf pm only 





Phoenix Towers | 
Phoenix Tower 'B', 2nd Floor, Phoenix Mills, Senapati Bapat Marg | 
Lower Parel, Mumbai 400 013 Tel :2498 3026 ' 


' 
















THANE (W) 


* 2, 205, 3 and 3% BHK homes 
* Only 1% kms from Thane railway station, off the 
Eastern Express Highway at Teen Haath Naka 
* Exclusive club with swimming pool, gymnasium, 
table tennis / chess room 
J * Exquisitely landscaped gardens, well equipped 
r children's play area and paved jogging track 
* Two towers comprising two wings - each wing 
offering four flats per floor enjoying panoramic 
views of the lush green surroundings 















Mittal Park 
1 Ganesh Darshan, Opp. S.T. Workshop, Old Agra Road, Thane (W) 400 601 
| Tel :2534 3557 / 1718 Mobile :98205 71077 
* 1 and 2 BHK budget apartments s 
* Few minutes from the railway station 
* Self-contained lifestyle township with a centrally 
located 2-level shopping complex, bank, medical 
centre, ready temple; all conveniences close by 
* Club house, swimming pool, fitness centre, 
football field and volleyball court, indoor games 


NAIGAON (E) 


facilities, community and party hall 
* Don Bosco English medium (co-ed) school 
at walking distance 
, 
Mittal Enclave 
Naigaon Station (E), Tal - Vasai, Thane 401 210 
ALSO AVAILABLE Tel :95250 2200175-176-177-181 Mobile Garuda : 2052 0835 


SEA FACING APARTMENTS ATJUHU ^ Mittal Towers, B-Wing, 16th Floor, 210 Nariman Point, Mumbai 400 021 Fax : 91-22-2204 6186 
* COMMERCIAL PREMISES AT ANDHERI (E) Tel : 2285 6832 / 5908 / 2282 4012 E-mail : sales@mittal com Website > www.mittal.com 





PROPERTIES 


MITTAL BUILDERS 


Business Activities 


Over half a century ago a few enterprising men kindled the fire of progress and made excellence their commitment and g 
goal. Accomplishing this noble objective called for indefatigable determination, fine tuned policies, dedicated manpower : 
class technology to shape the future. 





Real Estate Development 
The principal activity of the Mittal Group is development of residential, commercial and industrial building. 


The Group is well known and recognized by the style and name of "MITTAL BUILDERS" and has been at the helm 
estate industry for over five decades. Projects span the major metros and other cities of India including Mumbai (Bomba 
Pune, Bangalore, Hyderabad, Secunderabad, Delhi, Nagpur. The combined real estate value of the projects developed wou 
several billion dollars, a substantial sum by any national or international standard. 


Some of the major landmarks in Mumbai's Nariman Point (India's prime commercial district) stand proud testime 
development activities of the Group - MITTAL TOWER, MITTAL COURT, BAJAJ BHAVAN, MITTAL CHAMBERS are 
of them. Prestigious completed residential projects in Mumbai include Mount Unique, Dariya Mahal 1, 2 &3, Nepean Hous 
Sheela Apartments and many more. 


Mittal Builders are the pioneers in the development of mill land with PHOENIX TOWER 1 & 2 at Lower Parel being the f 
to be considered on the mill land. The area at High Street Phoenix has become increasingly popular because of two towers soari 


The Group introduced the trailblazing concept of MINI TOWNSHIPS in India and is currently developing a host of mini 
projects - SURYA BAHAR (15 Buildings) New Delhi, PRATIK NAGAR (38 Buildings) Pune, BRINDAVAN (101 Buildin; 
and currently MITTAL ENCLAVE (11 Buildings) Naigaon, Vasai. These are a few shining examples of the Group's pioneer 
in promoting middle-income housing (a national priority). Several such projects have been developed and several more are 
at various locations, thus fulfilling a vital national need. 


The Group's silent contributions to society include hospitals, schools, temples, and homes for the aged. Environmer 
practices and tree planting are also high on the Group's agenda. 


R.F. PROPERTIES AND TRADING PV 


WORLD TRADE PARK - JAIPUR 


It is time that the global trade focus shifts from the ‘Petronas in Kuala Lumpur’ and the ‘Empire State Building in New York’, 
closer, as close as Jaipur. Jaipur - a city, which with the construction of World Trade Park (WTP) is becoming the latest busi 





WTP - is promoted by Mr. Sajid Khan - Chairman, R. F. Properties and Trading Pvt. Ltd., Mr. Anoop Bartaria and Shri 
Poddar. With an investment of a cool Rs. 350 crore, WTP as a project would not only boost trade, but also help in generating t 
of crores of investment. B. I. D. I. the highest project approval government body has duly approved it. 


World Trade Park has special zones like Construction and Building Material Industry, Handicrafts and Textiles, Gems an 
etc. Some attractive facilities are available like the Buyer's embassy, 1.50 lacs sqft of exhibition hall, Five Star Deluxe Hot 
Showrooms of International and National Brands, Food Court with cuisines from 15 countries, 2 Screen Multiplex, etc. ; 
shortly, associates of WTP trade offices would be in London, Paris, New York. Italy and Germany. 


So, what are you waiting for? Opportunities like these don't knock often and more so they don't remain at your door very 





WORLD TRADE PAR 


change the world 


TRADE PARK 
WORLD jaipur 


= ox dn dde 


Co take yoy places 


A venture of RF Worldwide 
New York e London . 


International food lane 


* Under water restaurant 
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A critical illness rider with a life insurance policy is not a substitute for medical 
insurance. Our recommendation: to cover all fronts, go in for both. BY SWATI PRASAD 


m Paramjit Singh, 36, is a Delhi- 
based garments exporter. Five years 
ago, Singh, who lives with his wife 
and two sons, aged seven and three, 
respectively, discontinued his health 
insurance policy because his new 
Max New York Life Insurance policy 
offered bim a critical illness (c1, also 
called dread disease) cover. 

m Parveen Sharma, 49, a Max New 
York Life agent, also stopped the 
Mediclaim policies of his two 
daughters Neha, 23, and Nidbi, 
21, both call centre workers and, 
instead, signed on for life insurance 
policies with ci riders for them. 
Reason? “Every year, one has to 
pay large premiums for Mediclaim, 
which does not give any returns,” 
says Sharma, 


HESE TWO EXAMPLES HIGH- 
light what is fast becoming a 
trend—of people replacing 


regular medical insurance with life 
insurance policies that come with a 
critical illness rider. The apparent 
simplicity of the scheme almost 
reduces it to a no-brainer; by 
investing a little extra, you get a 
critical illness rider, which entitles 
you to receive a given sum of 
money in case of a pre-defined cri- 
tical illness (see crs 10 Maladies) 
during the subsistence of the policy. 
For instance, Sharma paid just 
Rs 173 for a critical illness rider 
(30-year duration) with Nidhi’s 
Rs 1 lakh-life policy. Similarly, 
Neha’s Rs 1 lakh life cover got her 
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a dread disease rider of the same 
amount for 20 years at the cost of 
only Rs 155. 

The scheme is attractive and pri- 
vate insurers are marketing it 
aggressively. The question, though, 
is: are CI riders effective alterna- 
tives to medical insurance policies? 
The answer to that is a firm ‘No’. 
“A critical illness rider or policy is 
not a substitute for a Mediclaim 


Cl’s 10 Maladies 


The critical illness rider with life 
insurance policies generally f 
covers 10 illnesses: 







2. Bypass surgery 


4. Cancer 


“I 
2. All 


rgery 


51 
onary arterie 


10. Paralysis 


policy," declares Dalip Verma, 
Managing Director, Tata AIG 
General Insurance. Verma's con- 
tention is that medical insurance 
and CI riders are two very different 
products; therefore, one cannot be 
a substitute for the other. 








One big advantage of c1 riders is 
that you get paid the entire sum 
assured upon diagnosis of a critical 
illness. This means that once you 
have the money, you can plan your 
expenses—the cost of travelling to 
another city for treatment, com- 
pensating for the loss of income 
due to the illness, donor expenses 
in a transplant surgery, repeated 
dialysis in the case of a kidney fai- 
lure, etc. A World Health Organis- 
ation (WHO) study reveals that 35- 
40 per cent of medical expenses 
incurred by Indians on critical ill- 
nesses relate to travelling and 
boarding and lodging. 

There's a catch here, though. A 
CI rider ceases to exist after the sum 
assured is paid out, although the 
underlying life insurance policy con- 
tinues to be effective. And you can't 
take another Ci rider with this policy 
again. A medical insurance policy, 
on the other hand, is an annual 
contract. This means if you are hos- 
pitalised (for at least 24 hours), all 
permissible expenses—room 
charges, doctors’ fees, diagnostic 
expenses and cost of medicines—are 
reimbursed, subject to the limit of 
the sum assured. You only need to 
submit the necessary bills to support 
your claim. If you are not hospi- 
talised that year, you get nothing. 
The policies can be renewed every 
year, regardless of whether you 
make any claims or not. The 
premiums are, however, higher than 
those of ci riders. For instance, a 
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= e (critica illness) riders and medical insurance policies don't cover 


you for illnesses that were manifested or contracted prior to the 


aet of a policy 
. The CI rider will not be valid if any of the 10 illnesses (see C/'s 10 


Maladies) is diagnosed within the first 90 days or if the insured 
dies within 30 days following the diagnosis of a critical illness 
Medical insurance policies and CI riders don't cover HIV/ AIDS 


They also don't cover any treatment arising from or traceable to 
pregnancy or childbirth 


Neither policy covers are valid during periods of war, invasion, 
terrorist attacks, etc. 


In the case of Mediclaim, you should be hospitalised for at least 


24 hours 
Mediclaim doesn't cover many common diseases such as asthma, 
chronic nephritis, diarrhoea, diabetes, hypertension, ee 


and all psychiatric or psychosomatic disorders 

In the first year, medical insurance doesn't cover treatment of 
some diseases like cataract, hernia, etc. 

Mediclaim also doesn't cover general debility, congenital diseases, 
sterility, sexually-transmitted diseases, intentional self-injury and 
use of intoxicating drugs/alcohol. Nor will it pay naturopathy bills 


Ridder Riddle 
Dollar Dreams 
Undivided We Stand 


Family: Wife Nea 43, permet fica 
sons Rupayan, 14, and Dipayan, 6, both 
students 


Insurance brief: Bose has a Mediclaim for 
Rs 2 lakh, and his sons have medical insu- 
rance of Rs 1 lakh each. Wife Nina's medical 
expenses are covered under government 
schemes. Bose also has an LIC policy 
Ueevan Nidhi) with a life cover of Rs 1.5 
lakh and a Cl rider of Rs 1.5 lakh. Total 
life cover: Rs 5 lakh 


Expertspeak: Sudhir Salian, Head (Strategy 
and Technology), ICICI Lombard, advises: 
Bose should take a family floater medical in- 
surance policy (which any one family mem- 
ber can use if required) worth Rs 4 lakh. 
Should include his wife also because with 
age, it gets difficult to get medical coverage 

















35-year-old male, buying a 10-year 


dread disease cover of Rs 4 lakh 
from Max New York Life Insu- 
rance along with a life insurance 


policy, will have to pay around 
Rs 2,000 per annum as premium. A 
medical insurance cover for the 
same amount from a general 


How They Differ 





CRITICAL ILLNESS RIDER MEDICLAIM 
What is it A lump sum is paid when the disease is | Will ill pay for cost of treatment. It will take care of your 
_ diagnosed. You can use that money for | pre-hospitalisation, hospitalisation and 
treatment, to compensate for loss of income, (MA ov expenses 
travel expenses if you have to move to another | 
city for treatment, etc. "| " 
llnesses covered | Defined illnesses (see C/'s 10 Maladies) More comprehensive; covers almost all medical 
| conditions (barring AIDS, pregnancy-related illnesses 
and some other diseases) 
Mode of payment A lump sum payment on submission of diagnosis | Reimbursement of actual expenses on submission i 
A report; you don't have to submit any bills of bills; in case of cashless Mecca on 
e 5 relevant authorisation uet. 
Duration of cover | Usually 10-20 years, but once you make a An annual contract where the policy must be renewed 


claim, the cover ceases to exist every year. Any number of claims can be made in the 


insurance company will cost more 
than twice that amount. 

CI riders, being relatively new to 
the Indian market, are yet to 
become as popular as medical insu- 
rance. “Every household must go in 






Deepak Bisht, 36, Maintenance Engineer, 
Transocean Inc. 


Family: Wife Benika Deepak, 31, TV actress; son 
Aidash Deepak, 8, student 


Insurance brief: Deepak has a Rs 4 lakh Mediclaim 
policy. Benika has a Rs 5 lakh Mediclaim policy, of 
which Rs 1 lakh cover is for Aidash. Deepak's life is 
insured for Rs 35 lakh, Benika's for Rs 5 lakh. 
Her policy covers her son 


Expertspeak: Sudhir Salian, Head (Strategy and 
Technology), ICICI Lombard, advises: The medical 
insurance coverage seems adequate. However, 
the purchase of a family floater policy could result 
in cost savings to Bisht 




















for a health insurance product like 
Mediclaim," says Jaya Nagarmat, 
MD, Investor Shoppe, a Mumbai- 
based investment advisory firm. 
One reason is that CI riders cover 
only 10 specified illnesses, whereas 
medical insurance policies cover a 
much broader spectrum of diseases. 
There's another reason why ci 
riders are a wee bit unattractive. 
"Critical illness riders have more 
conditions attached to them; hence, 
they are more restrictive and con- 
ditional," says Aniruddha Sengupta, 
Senior Consultant at Arthashastra 
Financial Planners, another 
Mumbai-based investment advisory 
firm. For instance, anyone aged 
between six months and 80 years 
can be insured through a medical 
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| | Course of the year subject to the overall value of the policy 


insurance policy, but Ci riders limit 
this to people between the ages of 
18 and 59 years. 

That doesn't mean ci riders 
aren't of any use. Medical insu- 
rance covers are available up to 
Rs 5 lakh only, whereas Ci riders 
provide coverage up to Rs 50 lakh. 
Treatment for critical illnesses can 
be prohibitively expensive, so get- 
ting covered for a higher amount is 
a safer option. Over the next cou- 
ple of months, private insurers 
plan to launch several such critical 
illness products. These may even 
include new diseases—such as a 
female diseases cover—and are 
likely to be sold as independent 
policies (not just riders). 

That means consumers will soon 
have a greater array of products to 
choose from. So, to cover all fronts, 
your best option is to go in for 
both, like Vinod Shrivastava, 57, 
Reader at Delhi's Ram Lal Anand 
College, who's bought a life insu- 
rance policy with a CI cover as well 
as medical insurance for his entire 
family. “Unforeseen hospital expen- 
ses can take their toll on family fin- 
ances. | experienced that when my 
father was unwell,” he says. Don’t 
wait for a similar experience to 
make your move. 
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Non-transparent regulations are holding back investors from investing abroad. But 
the $25,000 window can still be used to diversify your risks. BY PRIYANKA SANGANI 


OU COULD ALMOST SENSE THE DOLLAR 

sparkle in the eyes of the Indian investor. 

When, in early 2004, the Reserve Bank 
of India (RBI) announced new guidelines that 
permitted resident Indians to transfer $25,000 
(Rs 11,25,000 at the exchange rate prevailing 
then) abroad for any purpose (except the pur- 
chase of sweepstake tickets/lotteries and a few 
other items), the implications were clear: 
Indian investors could invest in stocks, bonds 
or real estate anywhere in the world. However, 
the sparkle has dulled a bit since then. 

It's not as if investment instruments are not 
available. But anyone who wants to introduce 
such a new product in India requires RBI appro- 
val. So far, the central bank has granted per- 
missions only for depository accounts, which 
the banks don't market aggressively because of 
low demand. As a result, the Indian investor is 
entirely on his own when it comes to making an 
investment decision. 

Then, the $25,000 (Rs 11,00,000 at cur- 
rent exchange rates) ceiling is too low to excite 
banks and financial houses, says Abhay Aima, 
Country Head, Equities and Private Banking 
Group, HDFC Bank. “The amount is on the 
smaller side when we talk of really high net 
worth customers, and while it is a good option if 
you want to diversify your risks, investors should 
be careful before jumping into something like 
this," he says. 

The India growth story is being cited as 
another reason why investors are choosing to 
keep their money invested in the country. 
Inflows from Fils (foreign institutional investors), 
which are driving the surge in the Sensex, are 
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increasing by the day; Fils have pumped in 
$759 million (Rs 3,339 crore) into Indian 
equities in June 2005 alone, an indication of 
how attractive the India story looks right 
now. According to Rahul Johri, Business 
Head (NRI Services), Standard Chartered 
Bank, NRIs who have the option of investing 
abroad are preferring to transfer their 
investments to India because the value of the 
rupee is expected to continue to gain strength 
against the dollar over the next year or so. 
Adds Bhargav Dasgupta, Head (International 
Banking Business), 1cic! Bank: “With the 
rupee appreciating, an investor looking to 
invest abroad has to keep currency fluctuations 
in mind; and with the rest. of the world 
looking at India as an investment destina- 
tion, it is definitely better to remain invested 
here." Shorn of analystspeak, this means there 
are very few countries that are giving better 
returns than India. 

Familiarity is another important factor. 
Unless an investor is investing through a 
mutual fund, he has to do his own home- 
work before investing abroad. And if he 
chooses to invest in India, he will have a bet- 
ter idea of how the markets are behaving, 
and more advisory options as well. As a result, 
he has a better chance of making more informed 
decisions, and garnering better returns. 


The Bright Side 

With the Sensex scaling record highs (as this article was 
being written, the highest it reached was 7,178 during 
intra-day trading on June 24), it would appear naive for 
an Indian investor to look outside the country. The 
only logical reason to do so is diversification. As an 
investor, it is always advisable to have some variety in 
your investment portfolio in order to spread your 


What’s Holding Investors Back 


1 Shortage of people who can advise you on the 
best investment options abroad. 


2 Returns in India are higher than inmost other 
countries 


3 The $25,000 window is too small for most 
serious investors 








4 With the rupee gaining in strength, Win beter. 
option to remain invested in India 


5 Lack of clarity on guidelines for investment 
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Changing game: The Indian stock market looks a better bet than the NYSE 


risks; and if you do your research well, you could still 
end up with some great investments outside India. 

Right now, the safest way of going about this is 
to open an account with a bank that allows you to 
remit funds overseas. Some banks (such as BNP 
Paribas and Standard Chartered) have been granted 
permission by the RBI to launch depository accounts 
in India. But according to the head of one of these 
banks, proper regulations and guidelines need to be 
put in place before investors can make full use of 
this opportunity. 

One of the things that could be done is increase 
the $25,000 ceiling substantially. Says Johri: “If 
the ceiling is raised, it would make it more attractive 
for the banks as well as the high net worth investors 
who will then look at investing through this win- 
dow." The removal of restrictions on introducing 
new products will also help generate greater 
interest among banks and mutual funds, and ulti- 
mately lead to more and better products. Such a 
move will allow Indian investors to have greater 
access to relevant information and lead to more par- 
ticipation. At present, though, unless you are looking 
at diversifying your investment portfolio and are 
open to the risk of investing in another country, it will 
be advisable not to rush into anything. 





Undivided We Stand 


WHAT IS AN HUF: Comprises two or more 
family members. For income tax purposes, 
it is considered an individual entity subject 
to the same tax laws as an individual 


HOW YOU CREATE ONE: Use a gift given 
to the family to open an HUF account in 
any bank (in the name of the karta) 


HOW YOU SAVE TAXES: The income is 
split between family members and the 
HUF, so your overall tax burden is 
reduced. You can also invest money in the 
name of the HUF 





The Hindu Undivided Family (HUF) is treated as a separate entity under Income 
Tax laws, providing a route for you to save some taxes. BY PRIYANKA SANGANI 


ESPITE THE TROUBLE HE 

had setting up an HUF 

(Hindu Undivided 
Family) account (the bank 
wanted an HUF deed, although 
legally, none is required to set 
up an HUF), Bhavin Shah, 28,a , ined menn mae: 
Mumbai-based chartered — AllfiguesinRs 
accountant, has no regrets. Not 
surprising, considering the significant tax benefits that 
accrue from having one (see The HUF Advantage). One 
reason why Shah opened the account was to create a 
pool of common assets for the family, apart from the 
more obvious tax benefits. “I invest in shares through my 
HUF account as I can get additional tax exemption on my 
earnings up to Rs 1 lakh, apart from the exemptions that 
my wife and I are entitled to as individuals,” he says. 

For the record, an HUF isn't just about Hindu families; 
it includes Sikhs, Jains and Buddhists as well. According 
to Anup Shah, Partner, Pravin P. Shah & Co., an HUF 
comes into existence when a man gets married (not 
after a child is born, a common misconception). More 
importantly, under the Income Tax Act, 1961, an HUF 
constitutes an independent legal entity that can invest in 
its own right, file tax returns and avail tax benefits. 
The last part is of interest here. For this, you first 

need to open a bank account in the name of your 
HUF; that's the only legal requirement for starting an 





The HUF Advantage 
Annual Income Individual Tax HUF Tax* 






50% Individual and 50% HUI 
Source: Hinesh R. Doshi & Co. 


HUF. The account can be set 
up through money gifted to 
the HUF either by a close family 
member or a relative or even 
one of the members of the 
HUF, "An HUF account is opera- 
ted in the name of the karta, 
who is the head of the family,” 
says Gautam Nayak, a char- 
tered accountant. The money used to open the account 
can then be invested in any investment avenue by the 
karta; the subsequent earnings accrue to the HUF and not 
to the individual family members. This way, even if you 
end up paying tax on your HUF account, it works out to 
be less than what you would pay otherwise (as an 
individual), since the HUF, being a separate legal entity, 
can also avail of the tax exemption limit of Rs 1 lakh. 
Any other returns from investments you make in the 
name of the HUF also do not get clubbed with your 
individual income, thereby saving you some tax. 

Then, you can transfer the income from renting out 
ancestral property to the HUF and save tax on that. You 
can also loan some money to the HUF, which it can 
invest, say, in a bank fixed deposit. From the second 
year onwards, the interest on the interest earned is taken 
as the income of the HUF, reducing your tax liability fur- 
ther. All this makes an HUF a viable tax-saving tool for 
those who are eligible. 


Benefit 
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"Flying high, high, I'm a bird in the sky, I'm an eagle that rides on the breeze" 


the highest aspiration of humankind. A wish that has been 
expressed through countless myths, and in folklores of almost all 
cultures. The wish to fly. 

Thanks to apex fares, the booming economy and the growing 
prosperity of the general populace, everyone flies. Apart from the old 
faithfuls Indian Airlines, Jet Airways and Air Sahara that have either 
increased the number of flights they operate or are considering expanding 
fleets (or both), and the new entrants Air Deccan, Kingfisher and SpiccJet 
(a clutch of Airlines such as GO) are rushing to grab a slice of the 
business. Apex fares, Internet auctions, special discounts, bulk purchases 
and last-day fares have brought airlines in competition with upper class 
railway services. 

The going has never been so good for the aviation sector in India. The 
industry has increased by 24% in 2004 and continues to rise. Estimates for 
2005-2006 project, there would be 8 lakh aircraft movements and 6.75 
crore passengers flying over India. Rock bottom fares with multiple flight 
options both in domestic and the foreign sector are contributing towards 
the new look of civil aviation in India. 

"India is today one of the world's most promising markets," said John 
Leahy, chief commercial officer at Airbus. In the last six months, private 
Indian airline companies have placed orders for 250 aircrafts, representing 
43 per cent of the total global orders placed with aircraft manufacturers 
Airbus and Boeing. A 

Add the 93 planes that national carriers Air-India and Indian Airlines 
are ordering, and India's share of the global aircraft market zooms beyond 
50 per cent. 

Oil PSUs have cut aviation turbine fuel, ATE, prices. The price cut in 
the four metropolitan cities, Delhi, Mumbai, Chennai and Kolkatta, is in 
the range of 8.7-9.6%. Not including sales tax, aviation fuel will now cost 
Rs 29,300 per kilolitre. That is down over 9% from the May price. The cut 
in domestic prices comes in response to falling global rates, 


T familiar refrain from a popular Abba song represents, perhaps, 


SPICE JETT TE SUCCESS 


New Delhi, June 6, 2005: In its first full two weeks of operation SpiceJet has achieved remarkable success, 


The government has been quite active in evolving a policy framework 
for development of the aviation sector in the country. Some of the most 
significant developments undertaken by the government include 
deregulation of the domestic airline markets. inviting private participation 
in the development of airport infrastructure and modernisation of the air 
traffic system. 

India and US have recently signed an air service agreement, whereby 
both countries have the right to designate as many airlines as they wish. 
These airlines can mount any number of services between the two 
countries. Airlines of either country can operate to any point in the 
territory of the country. Now there can be as many as 56 flights from Delhi 
and Mumbai to London Heathrow (MOU signed between India and UK). 
British Airways from October has plans to double flights between 
London-Heathrow and Mumbai from one to two each day. BMI airlines 
have started operating 4 flights a week from Mumbai to London- 
Heathrow. KLM Royal Dutch Airlines in cooperation with Northwest 
Airlines offers 14 flights a week between India and Amsterdam (which is 
the gateway to Europe and an excellent connecting hub for flights to the 
US and Canada). 

With the launch of Air India Express (the low budget airline from the 
government owned Air India) traveling to Gulf has also become a lot more 
affordable. Domestic giant Jet Airways has started flying international and 
soon will be a dominant player for out bound traffic in India. 

With modernisation of airports the industry is optimistic of stable 
growth of 20%. 

Already with 6 players in the domestic market Jet Airlines, Indian 
Airlines, Air Sahara, Air Deccan, Spice Jet and Kingfisher Airlines 
fighting for market share, another half a dozen like GO, Interglobe, Indus 
Airways, AirOne, Magic Air and East West Airlines are eager to enter the 
market. Market might look saturated but still is promising. With aviation 
fuel prices likely to decrease further (due to tax cuts), flying would be 
more affordable for the common man. 


"There is no doubt that the India air market is huge, if the price is right" states Mark Winders, CEO SpiceJet. We have had remarkable success in 
the last several weeks. Our flights are full, We have operated consistently with over a 95% seat load factor, While this overwhelming success put some 
strain on our new operations we are shaking out the initial teething problems. Remarkably our overall operating performance has been very good, no 
cancellations and over 91% of our flights have arrived at destination, within 15 minutes of the planned scheduled time. 


"Lam very proud that the SpiceJet team is delivering a high quality, great value product. They are cooping extremely well with the huge passenger 
volumes and gaining more confidence everyday with the new processes and systems, adds Winders, "We are receiving great feedback from our guests. 
There is no doubt they appreciate our low fares and reliable friendly services," 

For any further details kindly contact: Ms. Neha Garg, PR and Promotions Manager, SpiceJet Limited, E-Mail: neha.garg@spicejet.com, 


Tel: 9811901946 
NN 





When you're up here, 


you need a partner you can trust. 


IndianOil Aviation Service 
Our ground work takes you sky high 


Serves nearly 70% of international airlines in India | Widest network of 95 aviation fuel stations Refuels over 70% of domestic 
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et Airways, which commenced operations on May 5, 

1993, within a short span of over 12 years has established its 

Position as a market leader. The airline has had the distinction 
of being repeatedly adjudged India's "Best Domestic Airline’ and 
has won several national and 
international awards. 

Jet Airways’ current fleet 
consists of 36 B737 New and 
Next-Generation aircraft, 3 Airbus 
340-300E and eight modern turbo- 
prop ATR72-500 aircraft. The 
average age of the fleet is 4.6 
years making it the operator of the 
youngest aircraft fleet in Asia. 
With the induction of the Airbus 
340-300 E into its fleet, Jet 
Airways has become the first 
airline in India to put this aircraft 
type into service on its long haul 
routes from Mumbai to London. Further To meet the growing 
demand, Jet Airways has signed an agreement for 20 Boeing 
airplanes and ten Airbus A330 aircrafts with option for 10 more 
from both these manufacturers. 

During the financial year, April 2004-March 2005, the airline 
carried over 8 million passengers. Over 22 per cent of its 
passenger revenue earnings are derived from overseas sales, 
thereby earning considerable amount of foreign exchange for the 
country. During the fiscal 2004-2005 the airline is estimated to 





ndian Oil Aviation Service is the market leader for Aviation 

Fuels in India with a market share of 67.9% (2001-02). It 

controls a network of 92 Aviation Fuel Stations spread across 
the length ana breadth of the country. Every 1.6 minutes, Indian 
Oil Aviation Service somewhere in the country is refueling an 
aircraft. It accounts for over 70% of domestic Airlines and caters 
to over 71 International airlines. 

Over the years, Indian Oil Aviation Service has become an 
integral part of the Aviation sector. It is the only Company 
selected by the Government of India to undertake V VIP refueling 
at any airport and remotely located helipads/bases. It is the only 
company that supplies fuel to Indian Expedition team to Antartica 
and fuels to aircrafts during joint defense exercises with national 
and international defense services. 

At Mumbai, Delhi and Calcutta, state-of-the-art hydrant 
refueling system has been installed. To meet emergencies, 
IndianOil provides over 45 days product cover with adequate 
tankage facilities at Airports and bulk storage terminals. Indian 
Oil Aviation Service conforms to the stringent global quality 
requirements of Aviation Fuel storage and handling. It uses the 
latest technology and equipment to offer high quality service to all 
its customers. In India, it was the first in the Oil Industry to 
receive the ISO-9002 certification for its Aviation Service. 

Following manualized procedures and aircraft rules laid down 
by Director General of Civil Aviation (DGCA), the highest 
standards of safety have earned IOCL international recognition 





INDIAN OIL: - tHe MARKET LEADER FOR AVIATION FUEL IN INDIA 


have obtained over 43 per cent share of the Indian domestic air 
travel market. Currently Jet Airways operates over 275 flights 
daily to 47 destinations. 

Jet Airways has marked its foray into international skies, by 
linking Colombo and Kuala Lumpur 
with Chennai. Kathmandu with Delhi, 
Singapore and London Heathrow with 
Mumbai. 

For the latest launch in 
International Skies, Jet Airways has 
well-trained Cabin Crew to cater to 
the valued customers. A wide choice 
of in-flight entertainment, gourmet 
meal service using elegant cutlery, 
exquisite French Wines and Swiss 
Chocolates, and the finest assortment 
of coffee and tea. Passengers can 
choose from signature Continental, 
Oriental and Indian menus which will 
be served on request. Choice of French wines and liquor, 
comfortable seating, in-flight audio-video, brewed coffee is 
available in the Economy class. The In-flight Entertainment offers 
personalised audio video facility in Club Premiere while our 
Economy cabin provide overhead LCD screens and 
audio. 

India's most preferred airline is eagerly awaiting the launch of 
its services in the US skies starting soon from Mumbai to 
Newark, US. 


choice of 





and all the 92 Aviation Fuel Stations have bagged the coveted 
British Safety Council Awards. 


Flying Together with World Oil Majors 

As part of its structured plan to upgrade its Aviation service, 
Indian Oil Aviation Service has forged a strategic alliance with 
Air BP, a division of British Petroleum. It has also entered into a 
tripartite joint venture with NYCO SA of France & Balmer 
Lawrie to manufacture and market specialty and synthetic, 
lubricants for the Aviation sector. 


Research and Development 

Indian Oil Research & Development been 
pioneering service to the nation for more than 28 years and has 
earned the coveted ISO- 14001 accredition for its Env ironment 
Management System. 


center has 


Right Equipment for Every Need 

Pioneering work of IndianOil has helped in developing 
technically competent personnel for India. It has designed and 
developed large size refuellers of 45 KL capacity and Hi-Tech 
hydrant Dispensers to fulfill the ever increasing thrust of wide- 


bodied aircrafts. All Refuellers, Hydrant Dispensers and Aviation * 


facilities are equipped with features to ensure highest standards of 
quality and safety. Continuous technology upgradation is a 
constant process in IndianOil. 


D nn eee est ee 


ThinkPad recommends Microsoft? Windows? XP Professional 





MOBILE 
TECHNOLOGY 


LOSE THE WIRES. 
AND, WHILE YOU'RE AT IT, 
LOSE THE HACKERS. 











ThinkPad T43 Notebook (1871FA1) | ThinkPad R52 Notebook (1860NQ4) 
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integrated Fingerprint Reader | Embedded Security Subsystem - " 
< s M, n : 
Convenient security at your fingerti | Strong security as a standard feature ONLY ON A 1 ^ NKPAD. Hackers, beware 
Embec sen SYSTEM FEATURES These ThinkPad? notebooks have Intel® Ce 
Strong annah don | feature Intel” Centrino" Mobile Technology Mobile Technol à 
zu T | 3 ES xis e ile Technology, so an work wir | 
SYSTEM FEATURES r ium* M Processor 750 me 
j » 1.86 GHz, 533 MHz FS i ater freedo nd their ork WV 
Intel® Centr Mobile Technology ntel” PROAVir ML | with greater dom. And their work w 
t S ; hv ML E FER Ae: n 802.11 big | protected. Because select ThinkPad notebooks 
intel’ PR Microsoft" Windows” XP Professional offer security features like an added layer of dat 


| 
pede : 
—— | 40GB HDD, 256 MB RAM (533 MHz) A 
4 | protection a vault-like combination of a bui l 








ntel” 915 GM Chipset, one ExpressCard slot 
— = | security chip and data encryption software. And 
DVD-CD/RW Combo Drive 











40 GB HDD 




















Intel” 915 GM Chipset, one ssCard slot | ‘ "T XGA TFT T | we're the only ones to offer wireless PCs wit 
ya 3 3 5 inches) XG. monitor | 
DVD-CD/RW Combo Drive Add E | 
TE MO A w tevel of security as a standard feature. Sọ users car 
38.1 cms (15 inches) TFT monitor Rs. 69, 500/-* 








= be wireless. Without being defenseless 


Rs. 89, 900/-* 


ao a inge ThinkPad 








1 ThinkCentre are trademarks of Lenovo, Intel, Intel logo, Intel Inside, Intel Inside logo, Intel Centrino. Intel Centrino logo, Celeron, Intel Xeon, Intel SpeedStep tlanium and 
Pentium are trademarks or regist emarks of intel Corporation or its subsidiaries in the United States and other countries. Microsoft and Windows are registered trademarks of Microsoft Corporation tair 
Microsoft® software product(s) with this computer may use technological measures for copy protection. IN SUCH EVENT, YOU WILL NOT BE ABLE TO USE THE PRODUCT IF YOU DO NOT FULLY COMPLY WITH. THÉ 
PRODUCT ACTIVATION PROCEDURES Product activation procedures and Microsoft's privacy policy will be detailed during initial launch of the product, or upon certain reinstallations for the software product(s) or 
reconfigurations of the computer, and may be completed by Internet or telephone (toll charges may apply). Other company, product and service names may be trademarks or service marks of other companies and remain the 
property of their respective owners. *Estimated street price. Sales tax and other levies extra. Offer and prices subject to change without prior notice. 
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MONTHLY PRIZES: 12" iPOD'S 


20 GB storage capacity 
All your music, with you, wherever you go 


vith your Car, your cor 


ystem 
For Mac and Windows 


Keep appointments, reminder 


and calendar features 


Enjoy seamless integration witt 


ASSURED FREE GIFT: 3-YEAR PERIOD 
FM HI-FI WIRELESS HEADPHONE 


1 models of 


rctems 





AL 


Please fill in the coupon and mail to LIVING MEDIA INDIA LTD., 13th floor, Videocon Tower, E-1, Jhandewalan Extn., New Delhi - 110055 


Yes! | want to Period Cover Price Your rate | Yousave | Your preference Assured Gift 
subscribe to 3 years Rs.3600 Rs.2400 | 33% FM HI-FI Wireless Headphone 4 Borkain 


Golf Digest India. 4year | Rs.1200 ^ Rs800 — 33% 
*All 1 & 3 year subscribers are eligible for the Lucky Draw. 


| am enclosing a cheque/DD No Drawn on (specify bank) dated 
favouring Living Media India Ltd. for Rs. — £u. (Please add Rs. 10/- for non-Delhi cheques) 

uua duse Cad udi MED NN T 0 @ oO Card No 

DateofBirth LI] LI RE Card Expiry Date ERASE Card Member's Signature 

Subscriber's details: Salute [ | | Name [IEITILIIFLITITT Address 

ELLBEDETIEEREDILEELLITLELPLIITLDDTLIIPEILTLILPELETL]) e 

Pin LITT TT) sae [TT TITTIIITIITITI] phone CTT TTT TT Home ctub Name 

Designation DERSTE ANEK AR EDE ER aAa h a ENS Handicap L | 

Occupation: Pvt. Service | | Govt. Service | | Business [ ] Self-employed |_| Student | | Housewife Others 

Monthly Household Income(Rs): Below 20000 || 20001-40000 | 40001-60000 Above 60001 









1. The offer is valid f june 1, 2005 to September 30, 2005. Special Rates ar 





: Golf if Digest 


How to play, what to play, where to play 





NGO CAREERS 


The Good Employee 


Consider a career with a non-governmental organisation to keep your social conscience alive while you 
work (and get paid) in a corporate-like manner. BY SUPRIYA SHRINATE 


LMOST EIGHT 

years ago, when 

Amit Kumar, 
now Head, Energy, 
Winrock International, a 
non-governmental orga- 
nisation (NGO) involved 
with food, income and 
environmental issues, 
quit his “secure corpo- 
rate job” at aluminium 
major Hindalco to join 
another NGO, Tata 
Energy Research Insti- 
tute (TER), many dubbed 
him a ‘loser’. At that 
time, working with an 
NGO was not even 
thought of as gainful 
employment, leave 
alone a sound career 
move. The NGO sector 
was considered a pas- 
ture for ‘bleeding heart 
liberals', people past 
their prime and misfits 
in the fiercely competi- 
tive corporate world. 
And everyone around, family, 
friends and colleagues, saw joining 
an NGO as a "radical decision", as 
Anumita Roy Chowdhury, Asso- 
ciate Director at New Delhi-based 
Centre for Science and Environment 
(CSE) puts it. 

Not any longer, for much has 
changed since Kumar and Chow- 
dhury took the NGo-plunge. Over 
the past few years, NGO jobs have 
blossomed as a full-fledged career 
option for just about everyone, 
B-school graduates, chartered acco- 
untants, engineers, even doctors. 





"These days, NGOs are 


attracting avant-garde talent” 
Ashok Khosla/ President & Founder/ Development Alternatives 


TOP-PAYING NGOs IN INDIA 


Care India, Poverty 


TERI, Energy & Environment 
International Development 
Enterprise, 

Poverty, Hunger, Malnutrition 
HIVOS, AIDS 


Plan International, 
Children & Poverty 


* Not in any order 


Today, a job with a top-notch 
Indian or international NGO offers 


good money (though it 
is still not at par with 
red-hot corporate sala- 
ries), a professional 
work environment, and 
most importantly, chal- 
lenging and career- 
enhancing assignments. 
“It is not easy to com- 
pete with corporates to 
bag World Bank projects, 
for instance. So these 
days NGOs are attracting 
avant-garde talent,” says 
Ashok Khosla, President 
& Founder of Deve- 
lopment Alternatives, 
who got “seduced into 
an NGO along the way”, 
after teaching under- 
graduates at Harvard 
University followed by a 
six-year stint with the 
UN in Nairobi. 

NGOs are today 
multi-dimensional in 
character and are pre- 
sent across different 
social and economic sectors. With 
assured overseas grants a thing of 
the past, NGOs compete aggressively 
for project-based financing from 
multilateral organisations such as 
the UN, World Bank and IMF. A 
group of committed people working 
at the grassroots is therefore a neces- 
sary but not a sufficient condition 
for success. NGOs also need corpo- 
rate types, with the requisite skills to 
go after the funding organisations 
and set up proper policy and tech- 
nical systems together with a robust 
monitoring and audit practice. 


VUHUIWN NVAIA 


NGO jobs have blossomed into a full-fledged career  ' 
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Winrock’s Amit 
Kumar quit Hindalco 
to join an NGO 


“NGOs are under tremendous pressure to 
deliver in this competitive, globalised 
environment," says Jagdeep Gupta, GM 
(Programme Management & Admi- 
nistration), CSE. Recently Winrock India 
won a World Bank-funded project over 
four other competitors—the Admi- 
nistrative Staff College of India, 
Hyderabad, the National Productivity 
Council, TERI and cit. 

Little wonder then, NGO-recruitment 
is no longer an accident, so don't expect 
an easy walk-in. Most big NGOs are as 
rigorous in their recruitment process as 
large multinational companies, with a lot 
of them going in for campus recruit- 
ment at business schools or engineering 
colleges. And with a big budget for 
lateral recruitment, anyone seeking an 
entry into NGOs must be ready for a 
gruelling process that often involves a 
written test, panel interview with experts 
and a final one with the president/ 
director of the NGO. 





Entry-level salaries for MBAs or 
engineers joining global NGOs such as 
Winrock are a sizable Rs 40,000 per 
month. Middle-level managers with 
around four to five years experience get 
almost Rs 80,000 a month, and senior 
manager salaries are usually in six figures. 
But a decent salary is just part of the 
reason for most opting for an NGO career. 
"NGOS give space for individual creativity 
like no other corporate job," says Divya 
Narain, a fresh graduate from the Indian 
Institute of Forest Management, Bhopal, 
who recently joined New Delhi-based 
Development Alternatives. The satisfac- 
tion of seeing one's work deliver visible 
social surplus, whether it is in eradicating 
poverty, reforestation or fighting social 
scourges such as illiteracy, is a major 
stickiness factor with most NGO jobs. 

Working on a multi-disciplinary 
team, a hallmark of most NGO jobs, with 
people from myriad backgrounds is a 
great value-add as it not only breaks 
the monotony of regular work but also 
exposes the employee to different pers- 
pectives. “Donors demand certain stan- 
dards of performance, accountability 
and professionalism, and NGOs have 
definitely responded," says Ashok 
Alexander, Director of the Bill & 
Melinda Gates Foundation, which dis- 
burses funds to a number of NGOs in 
India as part of its anti-AIDs initiative. 
With demanding donors, most big NGOs 
are on a tight leash and therefore tolerate 
no employee complacency. *It (NGO 
job) is not for non-performers (any- 
more)," says Gupta of CSE. 

And even if you're not looking at 
staying with an NGO for life, a stint in one 
opens immense opportunities, casy 
admission to Ivy League colleges, even an 
entry into global multilateral organisa- 
tions like UN and IMF. You can even con- 
sider re-entering the corporate rat-race, 
with companies increasingly getting 
obsessed with corporate social responsi- 
bility (CSR). And who better to man it 
than someone who's been on both sides 
of the profit, non-profit divide. 
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option for everyone from B-school grads to medicos 
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COUNSELLING 





| have over eight years of experience as a manager in an 
advertising firm. Now | want to work in the event manage- 
ment sector, but at a relatively senior level. However, | do not 
have any experience in terms of managing big events, only 
the ones that | arranged for corporate entertaining within my 
business sector. Please advise how can ! get into a field | have 
no experience in and develop it into a long-term career. 
You have not mentioned what your present job pro- 
file is. That makes it difficult to give you advice. All I 
can say is that whenever you take a major decision, 
take into consideration your current situation, 
experience, education and plans for the future. In 
general, the event management sector in our country 
is not as well organised as, say, the advertising or mar- 
ket research companies are. Most companies are 
entrepreneur-run and the turnover is pretty high. 
Some big event management companies do employ 
professionals from the advertising industry and you 
could apply to one of these. If you know someone in 
the event management field, they will definitely be able 
to guide you in the right direction. 


| am a 24-year-old science graduate working with a BPO 
outfit for the past two years. | started as a trainee and am 
now a team leader. While the job pays well and | enjoy my 
work too, the night shifts are playing havoc with my 
health. What sectors can | look at where | can have a nor- 
mal day shift and also put my BPO experience to work? 

Health does come first, but you have to weigh your 
experience with the options you have before you take 
a decision. For one thing, if you have worked for 
two years and are happy with your job, then you 
could speak to your manager and see if he can put you 
in a role that does not require you to do the graveyard 
shift. If that does not work out, there are other options. 
You can easily get a job in BPOs that have only day 
shifts, and there are several of them. With your 
experience, you should not face any difficulty in get- 
ting a job and it will also be easier for you to make the 
transition. Yet another option is to apply for a job in 
companies with a strong customer service compo- 
nent like banks, airlines and the hospitality industry. 





HELP 
TARUN! 


| am a 28-year-old, working in the retail sector. | am facing 
problems at my workplace due to my appearance, parti- 
cularly because | am overweight. My colleagues constantly 
joke about my figure and make snide remarks. | love my job 
but am tired of the nasty digs. Because of this | can't sleep 
at night; neither can | concentrate on my work. | have also 
not been eating well. Please help! 

First, stop being conscious of your weight. People 
respect those who respect themselves. If you value 
yourself as a person and do not get intimidated, 
chances are people will respect you for your skills. The 
more you squirm, the more comments you will get. 
Second, if you can't beat them, join them. If somebody 
says something, make light of it by laughing at your 
own weight. But if the comments get rude and go fur- 
ther than harmless teasing, then you need to stand up 
and counter these people. Last but not the least, you 
are young and being overweight is a health hazard. For 
your own good, join a gym, start exercising and eat a 
healthy diet. As you lose weight, you will not only 
look good but will start feeling better too. 


| am 35 years old, and have served in the Army for 15 years. 
Now, I've decided to go in for premature retirement and start 
my own business by opening a garments factory. Although | 
have adequate financial resources in place to start a business, 
| have no kind of formal training/experience. I'm also not sure 
whether taking a chance with a garments business is worth 
throwing away an established career in the Army. 

The garments industry is highly competitive and 
the export market is tough. Hence, you need to do 
a thorough due diligence regarding demand and sup- 
ply and also be absolutely sure about what exactly 
you would like to do in the garments business. 
Short-term courses will definitely be a bonus as 
they can give you an overview of the work you 
will be doing. As far as career is concerned, if you 
are not planning to remain in the Army till you 
reach retirement age, then this is a good age to 
make a change. However, the perks that you are 
used to will now have to be paid for. So, weigh your 
choice carefully. 


Answers to your career concerns are contributed by Tarun Sheth (Senior Consultant) and Shilpa Sheth (Managing Partner, US practice) of HR firm, 
Shilputsi Consultants. Write to Help, Tarun! c/o Business Today, Videocon Tower, Fifth Floor, E-1, Jnandewalan Extn., New Delhi—1 10055. 
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The Doting 
Employer 


IT firms are pulling out all stops to stem attrition. 


HE WORK LIFE OF TECHIES JUST BECAME A LITTLE 

better. With the boom in the rr industry fuelling 
a seemingly insatiable demand for manpower and, 
consequently, high employee attrition, HR depart- 
ments just had a change of heart. 

“Today, employees are vocal about their needs 
and aspirations. What we have done in the past is no 
longer enough,” says Upinder Zutshi, CEO, 
Bangalore-based Infinite Computer Solutions (ICS). 
So HR departments across IT companies have taken 
to employee relationship management (ERM), 
essentially HR initiatives that make the workplace a 
more responsive and happier place for employees. 

At Cognizant, buddy-scheme Remora (Reach out 
and Mentor an Associate) aims to help new entrants 
adapt to its corporate culture. ICS has buddies@work, 
with one dedicated employee relations executive for 
every 100 employees; this executive is their counsel, 
buddy, even agony aunt. Wipro Technologies runs 
Wipro Listens and Responds, Meet Your People 
Programme and Best People Manager. “ERM is also 
helping smart companies treat different performers dif- 
ferently,” says Anish Singh, CeO, Techbridge Networks, 
a Bangalore-based HR Consultancy. 

RAHUL SACHITANAND 





Wipro listens: An employee interaction session in progress 
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Shopfloor V 
For BPOs 





BPOs are hiring factory hands. Surprised? 





Wipro Spectramind's Itagi: From manufacturing to BPO 


ALL IT THE SECOND WAVE IN BPO HIRING. AFTER RAI- 
ding hospitality and services companies for cus- 
tomer service-oriented staff and managers, BPOs are now 
turning to the manufacturing sector, with good reason. 
With mounting cost of operations, an appreciating 
rupee and very high employee attrition putting a strain 
on the bottom line, the biggest challenge for BPO com- 
panies is to improve process efficiencies. *People with 
manufacturing background bring lean manufacturing 
techniques to the (BPO) job that helps reduce costs," says 
T.K. Kurien, CEO, Wipro Spectramind. 

And it's working both ways, what with BPOs offering 
higher compensation compared to manufacturing com- 
panies. Take Sanjeev Itagi, 28, who moved from Mico 
Bosch to join Wipro Spectramind as Assistant Manager 
(Quality & Operations) with a 70 per cent jump in 
salary. And he's even happy with the nature of work. 
*Manufacturing best practices such as Six Sigma are 
finding easy application in the BPOs as well,” says ltagi. 
Don't be surprised if you overhear BPO employees 
mouthing heavy manufacturing lingo soon. bt 

SUPRIYA SHRINATI 
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ANAGER - ENERGY AUDIT 

tya Birla Group 

e are looking for BE - ME - Chemical / Mechanical / 

Electrical / Instrumentation Engineers to be based in Baroda. 
A qualification from the Bureau of Energy Efficiency (BEE) 
would be an added advantage. 
Experience: 8 - 12 years 
Job Code: 31190325 
GENERAL MANAGER 
Astroved.com Pvt. Ltd. 
General Manager needed to head a state of the art e-commerce 
start-up company of 10+ employees. The GM must have 
similar experience in leading e-commerce service based 

i organization and be knowledgeable in web-based technologies. 
Experience: 5-7 years 

. Job Code: 30922150 


) CHIEF EXECUTIVE OFFICER 
Creditability Alliance 

| The preferred candidate would be 35+ years of age, work 
experience in a senior executive position either in the public, 
private or voluntary sector; a high performer with a proven 
track record of delivering on measurable targets. 
Experience: 10 - 12 years 
Job Code: 31110690 


SENIOR MANAGEMENT CONSULTANT 
| Encodex Technologies India 
. Exceptionally talented, senior executives with past experience 
| with U.S, or Chinese companies may send resumes. MBA from 
; IIM, Harvard, Stanford or Berkeley is preferred, MS from U.S. 
. universities is kind of necessary. 
_ Experience: 15 - 18 years 
_ Job Code: 30272867 


GM-INFRASTRUCTURE 
t Feedback Ventures Pvt. Ltd. 

- The candidate must possess strong project development and 
client relationship management abilities with good financial 
analysis and structuring skills. He/She should also demonstrate 
leadership ability to manage the project team. 

i Experience: 7 - 10 years 
Job Code: 31157684 
j 


LHEAD- TECHNOLOGY 

(Telesis Global Solutions Ltd 

| This individual is responsible for recruiting fully qualified team 
leads for development and QA, identifying training (internal 
_and external) resources and requirements, building successful 
-and motivated teams. 

| Experience: 10 - 12 years 

| Job Code: 31200744 


HOW TO APPLY FOR THESE JOBS: 

1. Logon to www.monsterindia.com 
2. Click on "Search Jobs" link 

3. Type the job ID number in the "Keyword Search" field 
4. Click the "Search Jobs" button 







PROJECT MANAGER-DATA WAREHOUSING 
Health Asyst Pvt. Ltd. 

The applicant should have experience in MUMPS/CACHE 
Legacy Systems, EPIC, Meditech with sound knowledge in 
Tech/J2EE. Responsibilities include architecting and 
developing clinical applications. 

Experience: 6-8 years 

Job Code: 28740082 


GENERAL MANAGER - FINANCE 

ICS Infrastructure Pvt. Ltd. 

The incumbent will be responsible for overall accounts and 
finance functions. He/She will be involved in direct and 
indirect tax structuring, monitoring and compliances. Interr 
control planning and implementation. 

Experience: 10 - 15 years 

Job Code: 30002858 


SENIOR CONSULTANTS 

Microsoft - MGSI 

You will be part of a mobile and shared central pool of higt 
skilled technology consultants and architects based in 
Hyderabad, & will serve the needs of global clients worldwi: 
for the development and deployment of technology. 
Experience: 6 - 8 years 

Job Code: 29912155 


HEAD HR 

Premier Evolvics Pvt. Ltd. 

Post graduate specialized in HR with a flair for people. 
Excellent communication skills and proactive temperament 
are a must. This is a corporate position and candidates shor 
have worked in a corporate atmosphere for 10-15 years. 
Experience: 10 - 15 years 

Job Code: 30206014 


PRODUCT DEVELOPMENT MANAGER 
SupportSoft India Pvt. Ltd. 

The Product Development Manager will be responsible for 
managing and leading the engineering team with the 
responsibility for overseeing the total quality inclusive of 
planning, control and assurance and improvement. 
Experience: 7 - 10 years 

Job Code: 28049227 


VP- RETAIL BANKING 

TMI Network 

You will be the center point for preparing all proposals, co- 
ordinating with the sales team to close deals across the glob: 
You will handle all the presales and proposals for all the bid 
submitted by the retail Banking team. 

Experience: 15 - 18 years 

Job Code: 31206394 
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SOFTWARE DEVELOPER 

Credence Analytics (I) Pvt. Ltd. 

We are looking for software programmers and developers with 
»roficiency in VB, Oracle, and SQL. The incumbent should be 
zood in communication skills, client management and people 
nanagement skills too. 

Experience: 2-5 years 

‘ob Code: 31191045 


SOFTWARE TECH ARCHITECT 

Dell Computer Co. 

You will provide architecture leadership to application 
development project teams in a business / functional area. 
Provide technical direction to business problems. Liaise with 
product management, program management. 

Experience: 5 - 7 years 

Job Code: 31039022 


SYBASE DBA PROFESSIONALS 

Financial Software & Systems 

The applicant should have experience in sybase general 
database administration, application tuning, database security, 
»ackup, recovery, capacity planning and production support to 
mission critical databases. 

Experience: 2 - 5 years 

[ob Code: 30675570 


VC++ PROFESSIONAL 

HCL Technologies Ltd. 

Candidate should have extensively worked in VC++ and 
should have good experience in MFC with ATL 
(COM,DCOM). Candidates should possess strong & excellent 
communication skills and interpersonal skills. 

Experience: 2-6 years 

Job Code: 31163750 


NETWORK SECURITY PROFESSIONALS 

Indus Solutions India Pvt. Ltd. 

He should be B.E / M.E (CSE/EC/ELE/IT) with min 3 yrs 
experience in Network Security. He must have experience in 
IPSEC, SSL, SSH, VPN, Ethernet Token Ring, WAP, SMTP, 
FTP, Frame Relay, WAN, ATM, FDDI, DSL, ISDN, Firewalls. 
Experience: 3 - 8 years 

Job Code: 29673804 


ASP/SQLWEB DEVELOPER 

Scorelogix India 

The incumbent should have experience in setting up a 
dedicated web host, secure server, secure d/b, ftp, etc. SEO and 
Google Adwords optimization knowledge a plus. 

Experience: 3 - 5 years 

Job Code: 31279474 
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I. Logon to www.monsterindia.com 
2. Click on "Search Jobs" link 
3. Type the job ID number in the "Keyword Search" field 
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TECHNICALSPECIALIST 

Infosys Technologies Ltd. 

The incumbent will interface with onsite and understand high 
level design, translate high level design to detail design and 
provide directions to developers, lead sub teams at offshore ta 
develop modules in a major enhancement. 

Experience: 4 - 5 years 

Job Code: 30268323 


SOFTWARE ARCHITECT 

Interface Cybertech Pvt. Ltd. 

The applicant should have 8+ years of experience in designing 
and building applications, with a minimum of three years in 
desktop application systems architecture (a strong preference) 
using C++, Java, . NET, XML, COM, and HTMI./JavaScript. 
Experience: 8 - 10 years 

Job Code: 31191048 


SENIOR ORACLE APPLICATIONS DBA 

Kanbay 

Job involves administration oracle applications such as cloning 
environments, patching application, patching database, upgrade 
experience of database and application, setup, configuration, 
troubleshooting of development platforms. 

Experience: 7 - 10 years 

Job Code: 30508846 


SAP PROFESSIONALS 

Symbiosis Network 

Minimum 2 yrs of relevant experience with One-Full Cycle 
Implementation in SAP ABAP, BW, FI, CO, SD, PP, MM, PM, 
QM, CRM, PS, SRM, WM, APO, SD-IS Oil, IS-Retail or IS- 
Utility [or any other module]. 

Experience: 2 - 10 years 

Job Code: 31191457 


SOFTWARE ENGINEER (C, C++) 
Pixtel Media Technology Pvt. Ltd. 
The incumbent should be B.Tech./ B.E/MCA /M.E/M.Tech in 


Computer Science / Electronics & Communication / Electrical 


/Instrumentation from a good university with 1 to 3 years of 
experience working in the software industry. 

Experience: 1 - 3 years 

Job Code: 30905124 


TECHNICAL WRITER 

TCMS 

Job involves web site copy development, enhancement, 
maintenance and management, including search engine 
optimization. Partner with usability experts, business owners 
and project managers to assess content needs, 

Experience: 2 - 5 years 

Job Code: 31277668 
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Sales and Marketing Jobs 


_ AREA SALES MANAGER 

_ Gras Impex Pvt. Ltd. 
The job entails meeting with architects, builders, Interior 
decorators, Contractors, interior décor products retailers, owners 
face to face and convince them to recommend/sell/apply our 
brand of films and building a long term relationship with them. 

. Experience: 7 - 10 years 
Job Code: 29614694 


. BUSINESS DEVELOPMENT EXECUTIVE 
Mc Cain Foods India Pvt. Ltd. 

The incumbent will be responsible to plan and execute market 
development activities, monitor distribution and support channel 

partners, key account relationships and plan promotions. Achieve 
overall business objectives. 

. Experience:2-5 years 

_ Job Code: 31154442 


— SALES ENGINEER 
- Medimage Technology Pvt. Ltd. 
| The incumbent should possess working knowledge of 
computers particularly windows operating system and MS 
.—. Office. He should have an outgoing nature and pleasing 
. personality and be able to converse fluently in English. 
_ Experience: 2 - 5 years 
_ Job Code: 30910979 


| BRANCH MANAGER 
1 Methodex Systems Ltd. 
We are looking for candidates with excellent communication 
y _ skills and experience of leading a sales team/ running a branch 
: as a seperate profit centre. Working knowledge of computers 
will be an added advantage. 
_ Experience: 5 - 7 years 
- Job Code: 31007500 


1 SALES CONSULTANT 
- Metrax GmbH 
_ The incumbent should have minimum of five years of experience 
- ina comparable position or selling medical equipment. Relevant 
"commercial and technical qualifications required. Confidence 
| i and good negotiating skills is must. 

Experience: 5-7 years 

Job Code: 31075211 


INTERNATIONAL ALLIANCE MANAGER 

. ReadiMinds 
The applicant must have successful track record of business 
planning, development and sales thro' Channel/ Alliances, in 
International and Indian markets. Prior network of contacts with 

i - end-users, technology vendors and SI organizations is essential. 

_ Experience: 5-7 years 

.. Job Code: 18678262 


. HOW TO APPLY FOR THESE JOBS: 
|. Logon to www.monsterindia.com 
2. Click on "Search Jobs" link 


3. Typethe job ID number in the "Keyword Search" field 
4. Click the "Search Jobs" button 
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MANAGER - SALES & BUSINESS 
DEVELOPMENT 

Netscribes India Pvt. Ltd. 

The applicant should have at least 3 years of sales/ business 
development experience in selling or targeting the US/UK 
market with special emphasis on Fortune 2000 corporations. 
Experience: 3 - 5 years 

Job Code: 29845840 

BUSINESS MANAGERS 

Ontrack Solutions Pvt. Ltd. 

The Business Managers will be responsible for specified Lines 
of Businesses (LOB) designed on Ontrack's unique Product + 
Account Management Model. They will undertake the overall 
accountability of achieving the laid down business. 
Experience: 5-7 years 

Job Code: 30673154 


CLIENT SERVICING MANAGER 

Parsec Interact, Inc. 

You will assist Client Servicing Manager in expectations 
management, account servicing and client deliverables on a 
regular basis to ensure sustained growth, coordinate with 
Delivery teams to ensure priorities are being taken care of. 
Experience: 2-3 years 


Job Code: 27723815 
MANAGER - PACKAGING 
Pricol Ltd. 


The candidate should have a minimum experience of 10 years 
in packaging industry. The Candidate will be given adequate 
training and placed in Pune to handle operations. Candidate 
with MBA qualification will be preferred. 

Experience: 10-12 years 

Job Code: 31045189 


GM - SALES & MARKETING 

SPS Intrad Pvt. Ltd. 

The incumbent should hold degree/diploma in engineering 
with experience in sales & marketing & industrial sales 
experience is an advantage. Job involves managing sales team, 
developing new business areas etc. 

Experience: 10-15 years 

Job Code: 31113214 


SALES EXECUTIVE 

Savex Computers Ltd. 

The incumbent should be young, dynamic graduates / 
engineering diploma holder having minimum 1-2 years sales 
experience preferably in IT. Experience in PC selling business 
will be an asset. 

Experience: 1-2 years 

Job Code: 31158794 


Q monster.com 
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iL grob 








CCOUNTS PAYABLE ANALYST 

ICS, Inc. 

iou will be responsible for cash disbursement management, 
nsure disbursements are properly approved and supported by 
kird party documentation, review and audit employee expense 
“ports for accuracy and proper approval. 

Experience: 2-5 years 

eb Code: 31087974 


CCOUNTANT 
Zonvate 
Foordinating with outsourcing accounting firm all accounting 
"sues for the organization. Ensure compliance with local 
'atutory requirements and corporate policy. Coordinate with 
^e payroll and other manual payment process for organization. 
\ experience: 2-5 years 
Db Code: 31148592 


M - ACCOUNTS 
amy Care Ltd. 
andidate should be CA with 12 - 15 years of experience in 
Mandling accounts matters in medium size manufacturing 
»mpany. Out of which atleast 5 years he should have worked in 
Managerial capacity. 
Zxperience: 12 - 15 years 
vob Code: 31149211 


JHANNELACCOUNT MANAGER 
ntel 
this position, you will be responsible for achieving 
ualitative and quantitative business objectives through the 
annel members in the assigned territory. Your responsibility 
will include but not be limited to: managing existing channel. 
"ixperience:7 - 8 years 
Bob Code: 31124343 


ACCOUNTS ASSISTANT 
Royle Extrusion Systems Pvt. 
‘The candidate should be commerce graduate with minimum 5 
ears experience in finance and accounts, Experience in 
inafidling the excise, sales tax, income tax, customs(import and 
export) related responsibilities will be an added advantage. 
Speen: 5 - 7 years 
ob Code: 31040730 


3INANCE CONTROLLER 
Stratagyn, Inc. 

ead the finance function to ensure asset protection, compliance 
with statutory & accounting laws & principles, lead and manage 

inancial planning & forecasts, internal control guidelines & 
"»rocedures, corporate reporting, treasury activities etc. 

ixperience: 5 - 7 years 

ob Code: 31113243 

Žž 


HOW TO APPLY FOR THESE JOBS: 


^. Logon to www.monsterindia.com 
. Click on "Search Jobs" link 
. Type the job ID number in the "Keyword Search" field 


MULL sha “Canech Inhe"” hiittan 


FINANCE INTEGRATING MANAGER 

Agilent Technologies 

You will be fully responsible for GFS Quote To Cash process atea 
in India including customer service delivery and follow-through, . 
timely issue and escalation resolution, metrics management, and 
proactive customer and partner communication. 
Experience: 5 -7 years 

Job Code: 31111419 


MANAGER - ACTUARIAL & INSURANCE SOLUTIONS 
Deloitte 

Managing and/or participating in client engagements, 
involving areas such as reserve analyses, financial modeling, 
and audit support. This will involve interaction with US 
counterparts working on the same clients. 

Experience: 4-8 years 

Job Code: 31019456 


PROJECT ACCOUNTS EXECUTIVE 

Ibex Gallagher Pvt. Ltd. 

The incumbent must be knowledgeable in use of Microsoft 
Office and tally 6.3 or higher version, with a desire to pursue 
Accounts as a career. The incumbent will be assigned the job of 
maintaining / verifying projects. 

Experience: 2-5 years 

Job Code: 31152761 


INTERNAL AUDIT MANAGER 

Oracle India Pvt. Ltd. 

Internal Audit Managers will manage independent internal audit 
to all operations. Reviews and evaluates compliance with existing 
policies, procedures, and practices to determine whether an 
effective system of internal management control exists. 
Experience: 7 - 10 years 

Job Code: 30159464 


MANAGER INTERNAL AUDIT 

Sapient 

Manager Internal Audit will assists in preparing risk 
assessments, performing audit programs, and writing audit 
reports. Key responsibilities include assists in development of 
internal audit plans and programs. 

Experience: 4-6 years 

Job Code: 29419577 


CHARTERED ACCOUNTANT 

TATA Consultancy Services Ltd. 

Job involves implementation of financial planning and control 
disciplines across the organization, ensuring compliance of 
local accounting standards in the countries of operation, cost 
and revenue monitoring of projects being implemented, etc. 
Experience: 2-5 years 

Job Code: 31247215 


© monster.com 
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Serendipity Reinvented 


A completely new twist to travel from people who ought to know about such things. 


HEN IT COMES TO TRAVEL- 

lers, the world can roughly 

be divided into two. One is 

the variety that prefers the 

convenience and predic- 

tability of guided tours; you sign up for a 

package and the travel agent takes care of 

everything else: your sightseeing itinerary, 

stay, airport transfers, food, etc. The second 

variety would have none of this. Not for 

them the sterile world of holiday packages. 

They would rather travel on their own and 

rough it out, staying in inexpensive hotels and 

eating street food. They are the backpackers. 

Now, courtesy the authors, we learn that 

there's a loony fringe to the world of travel- 

lers, inhabited by what are called the experi- 
mental travellers. 

What is experimental travel? According to 

Henry (who's variously been a writer, pho- 


tographer and inventor of parlour games) and Antony 
(a Melbourne-based freelance writer), *experimental 
travel evades definition, but it can loosely be described 
as a playful way of travelling, where the journey's 
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THE LONELY 
PLANET GUIDE TO 
EXPERIMENTAL 
TRAVEL 

By Rachael Antony 

& Joel Henry 

Lonely Planet 
Publications 

PP: 276 

Price: Rs 792 


methodology is clear but the destination 
may be unknown". The idea of experimen- 
tal travel, its creator Joel Henry tells us, 
was born over lunch that the Frenchman 
was having with two friends and accom- 
plices. The month was June of 1990 and 
Henry was on board a barge-cum-restau- 
rant inspiringly named Why Not? “talking 
about the approaching summer holidays". 
Out of sheer perversion, it would seem, the 
friends decide to stand the idea of organised 
tour on its head. All of them—and anyone 
else interested—would travel to Zurich, not 
as a group, but separately. Thus, the first in 
what would be an endless series of experi- 
ments was born. 

The Lonely Planet Guide to Experimental 
Travel, then, is not so much a guide as a labo- 
ratory of experiments—literally. There are 40 
of them, one crazier than the other. In one, 


called Backpacking at Home, you don't even leave 
your city. Instead, you get up one morning, pack your 
backpack, and simply ask a friend to drop you at the air- 
port. Thereon, you do what backpackers usually do: 
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HIS 1$ AN EXTREME FORM OF EXPERIMENTAL TRAVEL AND NOT 

recommended for amateurs. Travelling without the ben- 
efit of sight will undoubtedly prove difficult, and dealing 
with other people's attitudes towards you will also be 
part of the experience. It's important to note that this 
experiment in no way intends to mock those who are blind 
or sight impaired. Rather, this experiment analyses what 
we actually ‘see’ as a traveller—do we really see things as 
they are, or are we in some way blindfolded? 


BLIND MAN'S BUFF TRAVEL: LABORATORY RESULTS 
Courtesy of Experimental Tourist Joel Henry, Luxembourg. 


Hypothesis: Explore and experience a new place without 


seeing it. ivi 
Apparatus: A friend to guide you and a blindfolding mecha- 
nism of some kind. 
Method: Spend 24 hours blindfolded in a new location. 


To fully prevent myself from seeing, | fastened one of 
those oval bandages favoured by ophthalmologists over my 
eyes, and put on a pair of sunglasses. My wife and col- 
laborator Maia was to be my guide for this experiment, and 
it would be with her eyes that | would explore a strange city. 
This was to be a kind of sensory travel which would test the. 
limits of the visible—something akin to the approach 
taken by the blind photographer Evgen Bavcar. 

The train taking us to Luxembourg sounded empty, it 
was so quiet... in fact the compartment was packed, but the 
passengers weren't in the mood for conversation. To the 
blind man, the mute crowd is undetectable. Halfway into 
our journey, French customs officers entered the com- 
partment to inspect our luggage. For an instant | wondered 
how they'd respond if they discovered | wasn't actually blind; 
but Maia (Henry's wife) gave them our passports and 
everything went off without a hitch. 3t 

Once at our destination, we began by visiting the 
Casino, Luxembourg's museum of modem art. The woman 
at the register kindly offered me entry at a concession price... 
Judging from the tone of Maia's voice, | gathered that the 
temporary exhibition featuring Peter Friedl—a conceptual 
artist —wasn't exactly pushing her buttons, but paradoxically 
the descriptions she improvised were fascinating. 


travel cheap, shack up in a dorm, eat cup-o-noodles 
and head back to the airport, where the same or 
another friend would bring you back home from 
your “trip”. In another, named Experimental 
Honeymoon (not to be attempted if your new bride 
lacks a sense of humour), a couple from Slovakia 
decides to spend their honeymoon hitchhiking 
around Europe for a month. Of course, that involves 
getting stranded in a godforsaken place. 


EXCERPT — ———— 





We went on to wander the streets aimlessly, walking 
slowly, with hesitant steps. The noise of the traffic all 
around us was frankly frightening, and | had lost all sense 
of direction and space. | suffer from vertigo but felt no dizzi- 
ness as we crossed Adolphe Bridge, which spans the 
Petrusse River; by contrast, while traversing the perfectly 
flat Place d'Armes | had the impression | was climbing a 
steep hill. As we made our way around the city, Maia pro- 
vided detailed descriptions of the buildings and areas we 
were passing: a monumental sculpture, a teahouse fes- 
tooned with an Art Deco mosaic, the houses of Place 
Guillaume Il... and the sex shops and seedy bars of the 


` neighbourhood surrounding the railway station. 


Despite Maia's patient guidance, all the little gestures 
of daily life presented a challenge—manoeuvring one's way 
through a restaurant, sitting down, even drinking from a 
glass. To simplify matters, we ordered a pizza for dinner. 
The waiter immediately offered to ask the chef to cut it into 
small pieces. During those 24 hours of darkness | was 
treated to no end of consideration. Contrary to what I'd 
expected, however, blindness hadn't sharpened my other 
senses, such as taste. Quite the opposite, in fact: not 
being able to see what | was eating robbed me of all 
pleasure. That evening in the hotel, having lost all sense of 
direction and mistakenly believing | was opening the bath- 
room door, | found myself groping around in the hotel cor- 
ridor, as naked as a new-born baby. 

Blind travel is an extreme kind of tourism, requiring 
constant alertness. | can't begin 
to describe how relieved | was 
the following day when 
| removed the ban- 
dages in the train on / 
our way home. | left ^ 
Luxembourg having 
seen nothing of the Ww 
city, but curiously I've V- 
been left with some IH 
very precise images. 
Perhaps one day l'Il 
return to verify just 
respond to reality. — 
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Each of the 40 experiments comes with its own set 
of “hypothesis”, “apparatus”, and *method" to help you 
get started. But, frankly, there's no limit to the experi- 
ments one can come up with. Consider (see excerpt 
above) Henry's Blind Man's Buff Travel. Now, why 
would anybody want to visit a city blindfolded? 
Apparently, that's a question you don't ask if you are an 
experimental traveller. — El 

R. SRIDHARAN 
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One Hundred Years Of 


An impressive coffee-table tome on the history of the Tata Empire (and modern India). 


I IS UNLIKELY THAT TOO MANY 
people in this country have 

read Two Young Men Who 
Went West, the opening piece 

(it is as large as a novella) in 

Tom Wolfe's Hooking Up, that wri- 
ter’s take on the information age. 
This writer read it only because he 
happens to be a Wolfe-junkie (cured 
since by I am Charlotte Simmons, 
but that’s another story). At one 
level, Two Young Men... is the story 
of the birth of Silicon Valley; at 
another, it is the history of the early 
years of Intel; and at still another, it 
is about the birth of the New Econ- 
omy. Horizons, The Tata India Cen- 
tury 1904-2004, the book this piece 
is about, released more than a month 
ago by India’s Finance Minister 
P. Chidambaram at the “mother of 
all book-launches” as an editor of 
this magazine present on the occa- 
sion reported, could have been all 
that—the history of the Tata 
empire, the story of modern India, 
a tale of enterprise, a fascinating 
(and still-emerging) tableau of men- 
at-work involving such worthy 
protagonists as Jamsetji Nusserwanji 
Tata, Homi Baba, J.R.D. Tata, Ratan 
Tata, Faqir Chand Kohli—and 
more. It isn’t, but more on that later. 
Authors Aman Nath (responsible 
for concept and design according to 
the credits), Jay Vithalani and Tulsi 
Vatsal (text research) deserve credit 
for producing a coffee-table tome 
that is rich in facts, features photo- 
graphs, many of them never seen 
before, and captures a century 
through the simple device of presen- 
ting the year in question from the 
perspective of India and that of the 
Tata Group on facing pages. And 
the Tata Group deserves credit for, 
well, possessing, through the 100 
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Institution-build 


1. The Gateway of India, built over 
20 years after the completion of the 
Taj Mahal Hotel (seen in background) 


2. Railway wagons in Jamshedpur 
carrying various products of Tata Steel 


3. Robert C. Sahlin, son of Axel 
Sahlin, seated at the table with other 
covenanted officers at the opening of 
a new machine shed (Tata Steel) 


4. Jeh (JRD), aged 13, and sister 
Sylla in Japanese costume 


5. Parmeshwar Mader (now Godrej) 
in the new sari uniform of Air India 


6. An early Nelco radio set. 
The National Radio and 
Electronics Company Limited 
was established in 1940 
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THE TATA-INDIA CENTURY 1904-2004 
By Aman Nath & Jay Vithalani with Tulsi Vatsa 
India Book House 


PP 
Price: R 
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to know that it was creating 


Few business houses in India and 


elsewhere attach much importance 
to history; the Tata Group’s appro 
ach is manifest in photographs and 
hives 


scat 


documents from the arc 


tered across the book (a sampli 
the original drawing, circa 1903 of 
the dome of the Taj Mahal Hot 
Mumbai; Homi Bhaba's letter 


|.R.D. Tata, circa 1943, which led to 
the founding of the Tata Institute 
Fundamental Research; a cartoon b 
Bal Thackeray that appeared in The 
Free Press Journal, circa 1952, 
wing Naval Tata fighting unpleasant 
smells with a bottle of perfume’ 
mark the creation of TOMC( 

WX here the 3uthors ha e erred. i 
this writer's opinion, is in excludi: 


drama from the 100 years the book 


covers, although this could h 
been at the insistence of the Ta 
Group (the copyrights to the t 


T 


and photographs are held by 1 
Sons, according to the credit 
which has alwavs sought to portray 
1 controversy-free image. The best 
histories (even corporate) are thost 
that are told as stories and there 
e times, when flipping througl 
this impressive book, that terms 
such as sanitised and corporate 
brochure come to mind. Horizons 
IS, in Its present form, impress 

as a storv, it may have just been a 


bit better. If 


































Dr. Lawrence A. Crosby is 
globally renowned in the 
field of customer loyalty. For 
over 30 years, he has 
worked closely with leading 
organisations across the 
world and is a key player in 


evolving the management 


science of customer loyalty 


to the next level. He is the 
CEO and a founder of 
Symmetrics, which is 

Synovate's global practice 

arm in the area of customer 
loyalty and relationship 


management. 





AVAYA 
GLOBALCONNECT 


INDIA'S NO. 1 ENTERPRISE COMMUNICATION COMPANY 





Featuring Dr. Lawrence A. Crosby 
* Delhi: July 12, 2005 * Mumbai: July 14, 2005 


Come discover the current thinking on 
Customer Loyalty Management from 


global expert, Dr. Lawrence A. Crosby. 


Knowledge Partner 





INDIA 


TODAY 


GROUP 


RAISING THE BAR - INCREASING 
YOUR RETURN ON CUSTOMER LOYALTY 


your industry, customer loyalty is your business. And if it isn't, it should be. 


mbedding customer 
) you do - from decision- 


How will you benefit from this session? 
Through presentations and trouble-shooting 
breakout sessions, you will learn how to 
measure, model and manage customer 
loyalty to drive business results. 


Who should attend? 

The programme is recommended for 
senior/ middle executive, business heads, 
entrepreneurs, sales & marketing heads 
from progressive organisations with a focus 
on service quality and customer relations. 


Register today! Limited seats available. 
Single Delegate Fee: Rs. 10,000/- 





Groups of more than 3 Delegates: 
Rs.8,000/- per delegate. 
Early Bird Discount: 10% discount for 


delegates registering before July 05, 2005 


For registration please contact: 

Sunnet Batra, Business Today 

Tel: (011) 23736970 /78 

E-mail: sunnet.batra@intoday.com 

Jairaj Jatar, Synovate 

Tel: (022) 26182815, 9820188116 (M) 
E-mail: jairaj.jatar@synovate.com 
Madhurima Bhatia, Synovate 

Tel: (011) 26602767/68, 9811206662 (M) 
E-mail: madhurima.bhatia@synovate.com 


SMS: KMF < your name > to 2424 


FOR MANAGING TOMORROW 


www.business-today.com 





BACK OF THE BOOK 


AN INDIAN 
SUMME 
IN MANHATTAN 


THE INDIA-INFLUENCE IS EVIDENT IN 
THE SUMMER COLLECTIONS OF MOST 
HIGH-FASHION BRANDS IN NEW YORK, 
DISCOVERS ANIL PADMANABHAN. 


OR THE LAST TWO SEASONS, WESTERN FASHION 
has been flirting with Indian inspirations. 
However, this summer, at a time when India is 
being touted as the next big economic power- 
house, it has emerged the single largest influence 
in western fashion trends. From boutiques to high-end 
departmental stores, even stores like Old Navy that cater 
to the masses, Indian influences have run riot. And, it 
is not just garments. Little India can be seen in acces- 
sories like handbags, footwear, bangles and, of course, 
the hottest trend—chandelier earrings. 

Cl In New York, starting on the southern 
fringes of Central Park and win- 
dow-shopping 20 blocks 
downtown along Fifth 
Avenue, one is convinced that 

it is, in no uncertain terms, 
an Indian summer. This 
stretch of real estate packs 

some of the trendiest 
stores, a virtual Mecca for 
fashion retail ware. The 
showroom windows are 
all about colour, 
sequins and intricate 
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AN INDIAN SUMMER IN MANHATTAN 
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embroidery, the leitmotif of Indian fashion. 

At Bergdorf Goodman, the high-end fashion store, the win- 
dows are aglow with designs inspired by Indian influences. The 
south-side windows sport wares from Anna Sui, a washed 
denim mini-skirt with silk and gold embroidery that sports 
sequins; Diane von Furstenberg, a saffron silk and cotton 
capelet adorned with gold sequins; and Roberto Rodriguez cot- 
ton skirts that sport gota work from Rajasthan. On the east side 
of the store is a ] Mendel collection, including one by its design 
chief, Bibhu Mohapatra, a grey broad-tailed coat with antique 
silver zardosi work running along the length of the shoulders 
and priced at a whopping $50,000 (Rs 22,00,000). 

Across the street at Louis Vuitton, the showroom window 
shows off a mannequin in a cotton canvas skirt bearing metal- 
lic sequins and silk flowers. Another five blocks east brings one 
to the Bloomingdale celebration of Indian fashion. Just over 
a week ago, the windows sported skirts that Jason Gautier 
designed after travelling to India and purveying the traditional 
Rajasthani equivalents. 

Back on Fifth Avenue, even Saks has not been spared. 
Located next to the historic St Patrick's cathedral, its windows 
show off a host of designers, several of whom have clearly been 
influenced by Indian influences. Standing out is a tulle dress 
with black beads, gold sequins and embroidery, and an 
accessory in the beaded purse. Then there is a Dolce & 
Gabbana spring coat that sports intricate coral bead embroi- 
dery. And a Caroline Herera tweed suit adorned with rhine- 
stone embroidery and pearls. 

“1 think there are two things going on here. First, lines are 
beginning to blur into a melting pot of world fashion. It’s not 
just Indian fashion that’s suddenly in vogue, but a mix of 
Indian, Latin, Asian, Greek, Russian, etc. That said, rich accents 
of Indian colour, beading and embellishments figured very 
strongly in Spring and Summer 2005 Collections,” says Los 
Angles-based fashion expert Mary Jo Matsumoto. 

If seen in isolation, the emergence of Indian influence in 
western fashion may seem surprising. However, it is a phe- 
nomenon that is long overdue. Indian cultural wares began to 
be showcased in a big way after the Broadway splash of 
Bombay Dreams. Though the Andrew Lloyd Webber musical 
never got off to the dream run that it enjoyed in London, it 
inadvertently set in motion a process that gained momentum 
when the Presidential elections of last November saw out- 
sourcing to India as one bone of contention between the 
two candidates. A Bush victory put the seal on this debate and 
in many ways reinforced the shift in business focus towards 
India. In other words, India’s profile in popular perception was 
undergoing a rapid shift, from a country ravaged by poverty, 
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T FIRST SIGHT, IT WOULD APPEAR THAT 

Mystic Beading is just another mail- 

box in the garment district of 
Manhattan that stretches from the periphery 
of Times Square. Think again. It is an 
address, like several other Indian-owned 
ventures in the garment district, that is 
frequented by top-notch designers. 

"Earlier, only high-end designers used 
beading as it was an expensive proposition. 
However, now with easy access and sud- 
den spurt in the number of players as well 
as the upswing in fashion trends using 
beading, almost everyone is into it,” says 
Moon Ghera, co-owner of Mystic Beading. 

The company, part of a family-owned 
enterprise that is based in Mumbai, was set 
up 15 years ago to provide beading, which 
is the term used in the trade for embroidery, 
sequin work, zardosi, even feather work. Its 
clientele includes Oscar de la Renta, Calvin 
Klein, Bill Blass, Armani and J. Mendel. 

By some estimates, incomplete work— 
beading, sequin work, zardosi— worth $50 
million (Rs 220 crore) a year is outsourced 
to India. The numbers, however, are much 
more impressive for complete garment 
work ($500 million or Rs 2,200 crore). 
Still, few firms like Mystic Beading control 
about 90 per cent of this kind of beading 
business that is being increasingly sourced 
out to India. This has only got a fillip with 
designers finding Indian craftsmen more 
skilled, even cost-competitive. 

“The pricing has definitely dropped. 
Earlier, the minimum cost would 
have been $100 (Rs 4,400) 
per yard and would go up to 
$10,000 (Rs 4,40,000) a 
yard depending on the work. 
Now, this range has dropped 
to $20 (Rs 880) to $5,000 
(Rs 2,20,000),” adds Ghera. 

She also points out that 
Lucknow is emerging as a 
potential rival to Mumbai. ` 
In fact, many new players — 
who have joined the busi- — 
ness have bypassed the 
process of setting up in 
Manhattan—and thereby 
shaved off the associated 
overheads—and deal 
directly with the designers. 
It's the net, you see. One of India's 
oldest industries has leveraged one 
of its newest to good effect. 


MOON GHERA/ CO-OWNER/ MYSTIC BEADING 


“EARLIER, ONLY HIGH-END DESIGNERS USED BEADING AS IT WAS 
EXPENSIVE. NOW, ALMOST EVERYONE IS INTO IT” 


yet replete with exotic elements to an economic powerhouse, a vibrant 
democracy and a very multicultural society. 

A year ago, only the house of Armani was willing to take the plunge 
outfitting the co-leads of Bombay Dreams in attire clearly influenced 
by India. But by the time the Spring 2005 showings came up, cir- 
cumstances had clearly changed. Designers such as Oscar de la Renta 
and Zac Posen drew liberally from Indian inspirations. Around the 
same time in Milan, the Armani’s Emporio range (younger urban line) 
for the season showed off an India-inspired line. “The women’s 
wear in the Emporio range of Armani was inspired by India. We had 
women wearing Jodhpur salwars and turbans,” says Atul Midha, a 

buyer for Emporio Armani. 

For the discerning, however, the first hint of change came two 
years ago when Lord and Taylor gave its shop windows, 
that run almost block length, a complete makeover with 
we Indian couture. Inside the store, it followed 
" up with an elaborate creation of space, 
dubbing it *Into India Shop", for a 
clutch of the top-of-the-line 
designers from India, including 
Tarun Tahiliani, Manish Arora, 
Rina Dhaka and Vivek Narang. 
But at that time, the influences 
were much more subtle. Dhaka's 
embellishments were minimal and 
Tahiliani focussed on the subtle 
merging of modern cut with 
classic Indian thought, as seen in 
his chikan creations and sheer 
net tunic paired with pants. 
Two years is a long time in 
global fashion. India turned a 
corner this spring in the West. 





BIBHU MOHAPATRA/ DESIGN CHIEF/ J MENDEL 


“INDIAN INFLUENCES HAVE NEVER BEEN SO STRONG. IT (MENDEL'S 
SPRING 2005 COLLECTION) IS THE BEST SHOWING EVER" 


Further, much of the beading and embroidery work is now done out of 
India. In the Spring 2005 Collection, a range of dresses inspired by 
Indian colours and fabrics included the exquisite embroidery and bead- 
work of regional artisans. 

French fashion house J Mendel, which has effected a major design over- 
haul under the aegis of Mohapatra, for instance, outsourced its embroidery 
and zardosi work to India for its Spring 2005 collection. “Indian influences 
have never been so strong, It is the best showing ever,” says Mohapatra. 

Similarly, Zac Posen, considered by many to be among the hottest 
young designers in the Us, has drawn inspiration from India for his 
‘tribalite’ selection in the New York preview that closed last week. 
Renta, who has long been inspired by India, too employed Indian pink in 
his kaftaan range that was on display at the show. 

The perception in the fashion world is that the Indian influence, 
despite its abrupt emergence, is part of an overall trend. In almost every 
sphere—television, cinema, literature, politics—the Indian influence is all 
too apparent. As a result, it was only a matter of time before this influence 
spilled over into the fickle world of fashion, goes the reasoning. 

“Coco Chanel once said that fashion has to do with ideas, the way we 
live, what is happening. What’s happening now is that we live in a time 
when the world is becoming increasingly connected. I feel that Indian 
fashion designers can be most successful by embracing their uniqueness 
as well as being open to world trends and fusing the two. This is a 
great opportunity for India to emerge as a new major player in the 
global fashion world,” says Matsumoto. 

The issue uppermost in people's mind is whether the Indian 
influence is just a fad or whether it is part of a trend and will eventually 
evolve and assume new forms in the world of fashion. Those cued into 
the business believe that this is just the beginning. But there are others 
who argue that the only way Indian influence can be maintained is if 
Indian designers make the global cut with very contemporary designs. 
The truth may well lie somewhere in between. Till then, it is time to 
celebrate the first ever Indian summer on Fifth Avenue. 
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ARE YOU AN ECTO OR AN ENDO? 
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Ectomorph Mesomorph Endomorph 


VER WONDER WHY SOME PEOPLE NEVER SEEM 
to have any difficulty in gaining muscle 
mass on their bodies (or lose fat and weight) 
while others do everything they can in the gym but 
get nowhere? The answer lies in your somatotype, 
which is the physical type a person’s body con- 
forms to. There are three body types (Treadmill 
has written about them in the past) and each res- 
ponds differently to all kinds of exercise, including 
weight-training. First, a recap of the body types. 
Ectomorph: Relatively short upper body, nar- 
row chest and shoulders, long limbs, narrow feet 
and hands. Ectos typically have low body fat. 
Mesomorph: Large chest, broad shoulders, long 
torso and strong musculature. Mesos typically 
add muscle mass easily in a weight training regime. | 
Endomorph: Short musculature, short neck, wide 
hips and a tendency to store more fat. | 
Here's a quick guide to how you can tailor 
your exercise regime to your body type. For ectos, 
the target is usually to gain weight and muscle 
mass. Exercises that use compound muscle move- 
ments like squats, deadlifts, bench presses, etc. 
work well. Cardiovascular exercises, which burn 
more calories, need to be kept to a minimum. It 
may help to supplement diets with protein shakes 
or drinks. Mesos put on muscle easily. So, toning 
or defining exercises that shape the muscles are 
essential. A balanced diet, weight-training and 
cardio ensure lean muscle mass build-up. Endos 
are, in many respects, the opposite of ectos, and 
find it tough to shed weight. Increased aerobic and 


cardiovascular training is recommended, com- 
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plemented with a low-calorie but balanced diet. | - 

Now, find out what type your body is (heres | | Caymn[/ac 
a website that can be of help: wiww.bodybuild- | | live to win 
ing.com/fun/becker3.htm) and design an exercise | | www.gympaetitness.com 

. . | | 
regime to suit you. d ; 

MUSCLES MANI | Chennai Ph:044-28266186/6286/6011 
? ERE | e-mail:chennai(gympacfitness.com/gympacG vsnl.com 
write to musclesmani@intoday.com | Branch Office - 


| Bangalore Ph:080-25583638/25583639 Delhi Ph:011-51640186/2186 


; ; SENA ; Kolkata Mob:09830064309 Mumbai Ph:09819390017, 09322599172, 
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not recommendations. Readers should exercise caution and 
consult a physician before attempting to follow any of these. 
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The Prez's Men 


HERE DO SOCIALLY-CONSCIOUS INDIAN- 

Americans flock to when they want 
to give something back to their native coun- 
try? The answer, overwhelming evidence 
indicates, is the (Bill) Clinton Foundation. 
Set up three years ago to fight Amps, the 
Foundation boasts of three Americans of 
Indian origin. The country director is 
Kerala-born Satish Narayanan (far right), 
33, who was a staffer in Clinton's White 
House. He moved to Delhi in September 
2004 at Clinton's behest. The other two are 
Ameya Bijoor, 27, and Sonali Duggal, 25, 
both of whom quit hi-profile jobs to join the 
Foundation. *We used to come to India for 
vacations but never got a chance to work, so 
we grabbed this offer," says Bijoor. How 
long do they plan to stay on? "So long as 
the President wants me to hang in," quips 
Narayanan. It’s a Presidential order, after all. 


SHOME BAS 


Back To Square One 


ERE'S ANOTHER ENTREPRENEUR TRYING TO FIGURE 
ee if he can start something up, all over again. 
Apparently, there’s no dearth of believers, In the three 
weeks since Raman Roy quit Spectramind, a company 
he founded in 2000 and sold to Wipro two years later, 
he's been flooded by offers from vcs. “I am getting a lot 
of free drinks," smiles Roy, 47. Back to operating out of 
his home-office, Roy says he'll need another six weeks to 
figure things out. He can take his time. Unlike the last 
time around, it's the vcs who'll do the waiting. 
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Donning A New Hat 


EALMAKERS ON DALAL STREET CAN BREATHE EASY 
D. bit. One of India's hottest dealmakers and 
head of I-banking at psp Merrill Lynch, Rajeev Gupta, 
has quit to head the Carlyle Group's private equity 
business in India. Says Gupta, 47, who was involved 
in Holcim's purchase of Acc and Tata Teleservices’ 
acquisition of Hughes Telecom: “After spending 
years creating value for my clients, I felt it was time to 
move on to creating value for my country.” Guess, his 
phone must have already started ringing. 
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' Chasing Big Picture 


I SURPRISED EVERYONE, INCLUDING MYSELF," SAYS 
the 45-year-old Alex Kuruvilla, MTV India's 
Managing Director on his decision to quit MTV 
early this month, after seven years at the helm. 
And if you're wondering, like most in the tele- 
vision industry, why he called it a day when 
things were looking great for the company in 
India, with three powerful channels in MTV, 
kids-channel Nickelodeon and newly-launched 
4 international music and lifestyle channel VH1, 
the man himself offers a fairly honest and straight 
answer: “I didn’t want to be left standing while 
things passed me by.” In other words, the current 
boom in the entertainment and media industry 
had left Kuruvilla itching for a bigger, broader 
canvas than MTV. “It will be something in media 
& entertainment, maybe even in the new tech- 
nology domain,” is all he’ll say at the moment. 





Czar Junior 


IKE FATHER, LIKE SON. IF DLF UNIVERSAL'S K 

Singh made real estate history by creating one 
of the best-selling suburbs (in Gurgaon, near 
Delhi), then his son seems determined to make a 
mark of his own. Last fortnight, Rajiv Singh, 46, 
stunned everyone by bidding an astronomical 
Rs 702 crore for NTC's 17.5-acre textile mill land 
in central Mumbai. The deal has been billed t 
biggest real estate transaction in India. Is that 
Singh Jr.’s way of announcing to rival developers 
in Mumbai his intentions? No, says the mechani- 
cal engineer from MIT. “Mumbai is the commercial 
capital of India and its importance will only grow 
in the years ahead. We are happy to have secured 
an opportunity to participate in Mumbai’s growth.” 
DLF plans to invest about Rs 300 crore in building 
an integrated retail-cum-entertainment complex on 
the property. Looks like the title of real estate 
czar is passing from K.P. to his son. @ 
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People Are Key 


MOTILAL OSWAL, Chairman MD, Motilal Oswal Securities 


Y DEFINITION, A LEADER IS A LEADER 

because of his followers. I strongly 

feel that the ultimate success or failure 
of a leader depends largely on that of his 
team. It’s imperative for a leader to be a 
good communicator. Also, the vision he has 
envisaged for his organisation must percolate 
from the top to the bottom. A successful 
leader is one who is able to delegate tasks to 
his people according to their capabilities 
and ensures that job satisfaction is attained. 
[his invariably leads to an improvement in 
overall performance and increases an 
organisation's efficiency level. 

A leader needs to be meticulous in his 
work. He should also be a good listener 
and have empathy for his employees. A 
leader needs to build a conducive envi 
ronment of trust and transparency that will 
invoke confidence among his people and 
enable them to approach him. A leader has to 
be a multifaceted personality. He plays many 
different roles according to the situation 


and the nature of his subordinates. He's a 
coach, a parent, a friend and a guide in 
different contexts. 

Another significant quality of a success- 
ful leader is his ability to take risks and 
inculcate the same in his people. A leader is 
a strategist; hence, he needs to foresee and 
plan accordingly. He should keep track of 
the bigger picture, and ceaselessly scan the 
environment to see that the organisation 
is able to adapt to the changes before those 
are implemented. 

A leader has to be passionate towards 
his work and ensure that this quality is 
imbibed among his people to enable them to 
deliver quality products and services. 

A leader must be able to identify his 
successor and make sure that the vision 
envisaged is taken forward by his successor. 

Above all, a good leader has to be 
humane in his approach when dealing with 
people. Leadership is never proven; it's 
tested everyday. E 
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| In 10 days, CEO 
has transformed 
Videocon from a Rs 7,200 
- crore Indian company to a 
Rs 17,500 crore global one 
" without spending a rupee. 
el eed That was the easy part. 
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From The Editor 


FTER FALLING OFF INDIA INC.'S SCREEN FOR NEARLY 

a decade, Videocon's Venugopal Dhoot is mak- 

ing news again. His recent deal to snap up the 
French electronics major Thomson's colour picture 
tube (CPT) business across Europe, South America and 
China, and another one to buy out Swedish major AB 
Electrolux's loss-making Indian operations have cat- 
apulted him to the limelight once again. With 
Thomson's factories in the bag, Dhoot will attain 
global volumes that will give him an advantage in 
the cpr market, which is characterised by low costs and 
low margins. Dhoot is betting on the commoditised crt 
market being around for the next 10-15 years be- 
fore LCD technology kills it and wants to make the most 
of it. His second deal with Electrolux will make him 
a large-scale contract manufacturer, supplying white 
goods to Electrolux and others in addition to get- 
ting the licensing rights to the Electrolux, Allwyn 
and Kelvinator brands. This fits 
well with Dhoot’s existing multi- 
brand (marketing brands like 
Sansui, Toshiba, Akai, Kenstar, 
Hyundai and York in India) 
strategy. Besides consumer elec- 
tronics and white goods, Dhoot 
is also betting big on prospecting 
for oil in countries like Sudan, 
Ukraine, Yemen and Niger, reg- 
ions where western oil compa- 
nies hesitate to enter. Will all 
this pan out for Dhoot? Associate Editor Shailesh 
Dobhal looks at Dhoot's big bets and whether he'll 
emerge a winner in the end. 

The past fortnight saw the high-profile exit of 
Vivek Paul, once India's highest paid executive, who 
quit Wipro ending months of speculation. For the 
story on what this could mean for the future of 
Wipro, the company's usually reticent chairman, 
Azim Premji, spoke to Business Today's Associate 
Editor Venkatesha Babu on this and the future of 
India's third-largest software firm. 

This issue also has a special 13-page survey on 
the “future of energy in India" with a focus on the 
recent spate of natural gas finds. 

Elsewhere, we take you to a ringside view of the 
sparring match between online employment sites, 
where the two biggies—the home-grown Naukri.com 
and the global Monster.com—are locking horns. 
Another feature by Special Correspondent Krishna 
Gopalan tracks how, moving quickly off the block 
following the settlement with his brother, Anil Ambani 
has unveiled his designs for the future in, among other 
things, media and entertainment. 
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government consoles itself by focussing The significant gas finds in the KG Basin 
on the already-taxed. have rekindled foreign interest in India's oil and 
44 ATango In Washington D.C. gas reserves, s 


Prime Minister Manmohan Singh heads to . 
the US with a clear idea of what he wants. 101 papi torte apy shall Athen tine ATA 
$ 4 : ù . 
48 Dilbert are looking beyond borders for oil and gas equity. 
gas eq 


PERSONAL FINANCE 
114 Life After 7,000 


There is still money to be made from the 
stockmarket. Here's how. 


119 The Smiles Are Back 
The first quarter of 2005-06 ended with a 
bang, thanks to the bull run on the BSE, 
providing ample returns to mutual fund 
investors. A BT-Mutualfundsindia.com report. 


JOBS TODAY 
122 Blackboards, Not Boardrooms 


Hordes of graduates from IITs and IIMs are 
joining engineering and management-entrance 
50 The Great Gambler coaching institutes as teachers. Surprised? 

In 10 days, Chairman Venugopal Dhoot has 124 Help, Tarun! 

transformed Videocon from a Rs 7,200 crore 125 Headhunting The Headhunter 


Indian company to aRs 17,500 crore 125 Bank(ing) On Relationships 
global one without spending a rupee. That 


was the easy part. BOOKEN D 
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FEATURES 
58 Azim Premji, CEO, Wipro 


The exit of Vivek Paul, Vice Chairman, Wipro 
and CEO, Wipro Technologies, makes it 
evident that Premji, who owns 84 per cent of 
the company, wants things run his own way. 


COVER STORY 





131 A Billion Voices 


64 How Rajeev Chandrasekhar Got A Nobel laureate on India’s dialectic culture, an 
His Groove Back economist on trade risks, and two accountants 
P.S: But only after he decided to let go BPL on corporate governance. 


Communications. Now for that messy fight 


with his father-in-law. BACK OF THE BOOK 
74 Superman: The Real Story 134 Portal Of Hope 


It’s a Bird! It’s a Plane! It’s actually Anil Ambani 


: : he six years since it was set up, Dr Reddy’ 
on a string of acquisitions and new projects. In the six years since et up, Dr Reddy's 


Foundations' Livelihood Advancement Business 
78 The Raging Bulls School has helped prepare some 35,000 
In just five years, three young IITians have underprivileged youngsters for entry-level jobs. 
created India's most valuable retail brokerage 
firm, with a market cap of Rs 2,000 crore. How? 137 Treadmill 





102 Bottlenecked 138 People — 
India's creaking ports could undermine its export Starring Centurion Bank's 
target of $150 billion by 2008-09. Rana Talwar, RBI's Rakesh 
Mohan, Unilever's Patrick 
106 2005: ABPO Odyssey Cescau, Gitanjali Kirloskar 
Indian call centres have responded to security of the Indo-Japan 
concerns by swinging towards totalitarianism. Initiative, and Dilip Shah 
110 The eJobs Dust-up of Vision Consulting. 
Even as they fight each other, online recruitment IAAI 
biggies Naukri and Monsterindia are going after co L U M N S 


their print rivals. At stake: A market that could 142 Leadership Secrets 
be worth over Rs 1,000 crore by 2008. By Sunny John 
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Redefining Consumer Finance 

] Jurg von Kanel, a researcher at IBM's J. Watson 
Research Centre, and his colleagues are working on 

analytical software that would simplify consumer 

, finance and make it more secure as well. An 

oxymoron? Kinel doesn't think so. 
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HOW AT&T HELPED COSCO TRANSFORM ITS BUSINESS. When the China Ocean Shipping — 


Company wanted to expand its business into new ports of call, they steered right 





for the world's networking company. Now, with a standardized IP-based MP 
network from AT&T, COSCO. enjoys a seamless exchange of shipping data 


between more than 50 worldwide sites through a reliable, secure global network. 






xvn. S0, COSCO can efficiently monitor shipments, and give their clients the 
: - ability to track them, anytime and anywhere around the globe. With a network 
that supports business expansion every hour of every day, COSCO is charting a 


course to triple business within the next ten years. CAN YOUR NETWORK DO THIS? 


To find out how AT&T networking solutions 
can help transform your business, go to: 
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Youth Icon 

Apropos your cover story Young 
Super Performers (Br, July 17, 2005), 
Kumar Mangalam Birla is clearly 
the epitome of success. His moves, 
strategies, acquisitions as 
well as sell-offs are a 
glittering testimony of 
his ability, and the 
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Creating lasting impressions 





increase in the revenue of his com- 
pany to Rs 33,000 crore, its reward. 
He is now on an equal footing with 
the likes of Ratan Tata, Deepak 
Parekh and N.R. Narayan Murthy 
despite being nearly half their age. 
His willingness to award merito- 
cracy is the single most important 
factor in making his group a world- 
class entity. By turning the media 
spotlight away from his empire, he 
has been able to silently carve an 
enviable niche for himself in the 
world of Indian business, and has 
acquired, in the process, a tremen- 
dous international reputation as well. 

NALIN K. RAL, through e-mail 


Engineers Vs Non-engineers 
Apropos your cover story The Best 
B-Schools (Br, June 19, 2005), as 
per your survey, half the ttM-A top- 
pers (in the last 20 years) were elec- 
trical engineers from irr, Delhi. It is 
quite possible that the percentage of 
all engineers topping at IIM-A 
exceeds 80 per cent. Results at 
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The Ambani Endgame 





other B-schools are also expected to 
be similar. Also, engineers beat non- 
engineers as far as admissions to 
top B-schools were concerned (in 
the survey, the ratio was 66 to 34 in 
five schools). Obviously, engineers 
constitute the single largest group of 
MBA aspirants likely to benefit from 
the survey. Unfortunately, that is 
precisely the group neglected in 
the survey. It provides little gui- 
dance to engineers who wish to 
pursue an MBA. The survey leaves an 
impression that pursuing an MBA 
in an all-engineering class should be 
the least-preferred option. Whereas 


7 NI 


the fact is that average annual salary 
offered to students of all engineer- 
ing B-schools is better than that of- 
fered to students of some of the 
top B-schools of your survey. 
Example: NrriE, Mumbai, beats IFT, 
JBIMS, Symbiosis and Narsi Monji 
Institute. In my opinion, conducting 
a populist survey for B-schools is 
not a good idea. It is like judging 
the quality of a feature film by its 
box office success, Films like Pyasa, 
Anand and Gandhi would never 
have been rated among the best 
had your methodology been fol- 
lowed. Your survey of B-schools is 
much off target. 

PREMDAYAL GUPTA, through e-mail 


Of Railway Signals 
Your story Misreading The Signals 
(BT, May 22, 2005), states that 
Indian Railways suffers an ave- 
rage of 10,000 signalling failures 
every month. It further says that in 
2003-04, there were 325 accidents 
due to such failures or one acci- 
dent every 27 hours. The fact is 
that in 2003-04, there were only 
seven accidents due to signalling, 
hence the inference drawn is base- 
less and misleading. 
B.S. CHAUHAN, Director, Public Relations 
(Railways), New Delhi 
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For potential Fortune 500 companies, choosing the right location for their new project 


and investment can be tough. Choosi 
the future. BY RAGHAV CHANDRA. 


ng the right location will determine the winners of | 















o adhya Pradesh has never witnessed such 
Rs./Sq.mtr. excitement and enthusiasm before. The 
adhya Prade 100 infrastructure: roads, power, water do not pose 
SEZ Indore 450 problems to industry any more. The New Industrial Policy 
Noida 1400 has rationalized various taxes, created terrific incentives 
Manesar 2200 and offers sui-generis incentives for mega-investments. 
Faridabad 2300 Proposals for investments of more than 3,000 crores 
Gurgaon PH VI 4500 have been cleared by the Apex Committee headed by the 
Gurgaon PH I-V 7500 Chief Minister. which has powers of the Cabinet 
Committee on Economic Affairs. Overall investment 
Manpower Cost ( Advantage) proposals worth more than 25,000 crores are in the 
MP METROS pipeline for Madhya Pradesh. 
| (Rs. Lacs) | (Rs. Lacs) The Special Economic Zone at Indore has about 
CEO : 25 | 35 2500 acres of land available. SRF and Flexituff have 
Middle Level Ex. zi 3 Jn already begun commercial production and have taken 
Junior |4 6 
| customs duty benefits of more than Rs.55 crores. Special 
Economic Zone, Indore is an independent power 
Industrial Harmony : supplier, supplying power at a cost of only 
No. of workers Involved in Lockouts | Rs. 2.85 per unit. 
State Year Year 


What makes MP Click? 


| 2000-01 | 2001-02 Says Arun Bharat Ram of SRF, "the Investment 
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Gujarat 














Haryana climate in MP is extremely conducive to productivity ". 
Karnataka This view is re-echoed by Jai Prakash Gaur, O.P. Lohia 
Madhya Pradesh —— and Raghupati Singhania. 

Maharashtra 


The time to plug into Madhya Pradesh is now. Later 


TH TR : j may betoo late. 
offers the highest return on investments, ira statistica ^ 
outline of India. 2003-2004, np? 4^ (The author is Managing Director of MPSIDC) 
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Shadow Of Regression 


HE TAIL IS WAGGING THE DOG. AND THE CELEB- 
ration over the Congress-led UPA government's 
reformist credentials has been abruptly—and 
rudely—cut short. The July 10 meeting between UPA 
chairperson Sonia Gandhi and Left leaders saw the lat- 
ter exercising their veto over the Manmohan Singh gov- 
ernment's economic agenda. The immediate result: no 
sell-off in BHEL (Bharat Heavy Electricals Limited), a 
navratna that makes equipment for the power indus- 
try. CPI(M) General Secretary Prakash Karat, his CPI 
counterpart A.B. Bardhan, and leaders of the smaller 
Left parties, who command 64 Mps in the $43-member 
Lok Sabha, denied the government even a face saver: 
they struck down a compromise formula whereby 
the government would have been able to sell 5 per 
cent—half the original 
stake—in the psu. The 
- reason: such a move 
would be a departure 
from the National 
Common Minimum 
Programme (NCMP), 
which all the UPA 
constituents and the 
Left parties had agreed 
upon in May last year. 
What the NCMP ac- 
tually says is: “There 
will be no privatisation of profit-making PSUs, gene- 
rally.” This clause was inserted in order to placate 
the Left and to win its support. But selling minority 
stakes in government-owned companies can, by no 
stretch of imagination, be called “privatisation”. 
Besides, the NCMP explicitly allows PSUSs to raise 
resources from the capital market. So, the sale of a 
10 per cent stake in BHEL, which would have brought 
the government's holding in the company to a little 
above 57 per cent, was actually in keeping with 
both the letter and spirit of the NCMP. It is, in fact, 
the Left that is transgressing its tenets. Barely eight 
months ago, in October 2004, this very govern- 
ment had sold a 5.25 per cent stake in power major 
National Thermal Power Corporation. If Comrades 
Karat and Bardhan allowed that sale to go through, 
why are they flexing their muscles now? 
Besides, the Rs 900 crore that the government 
was expecting to mobilise from the sale of BHEL shares 
would flow into the National Investment Fund and be 







used to finance education, health and employment 
generation projects. Part of the proceeds would also be 
used to revive sick Psus—another bad idea; it’s much 
better to sell them lock, stock and barrel. Also, the 
employees (a section of whom are opposing the sale) 
have no reason to complain: 15 per cent of the shares 
were reserved for them. But the Left, and some Left- 
leaning employees, would not listen. 

It is pertinent to note that selling "family silver"— 
as the Left dubs even minority stakes in PsUs—is a 
controversial topic even in the capitalist West. In the 
1980s, then British Prime Minister Margaret Thatcher 
had to ride roughshod over trade unions and other 
opponents as she set about privatising Britain's over- 
staffed and inefficient state-run companies. She is 
now lauded for drag- 
ging her country, 
protesting, and kicking, 
back to the higher 
rungs of the so-called 
First World. The 
Dominique de Villepin 
government in France 
is also facing opposi- 
tion from trade unions 
to its plans of selling a 
chunk of Gaz De 
France, the former gas 
monopoly, through a public float. In October, the 
French government plans another sale: of shares in 
Electricite de France. Strictly speaking, neither of 
these sales will take the government out of business. 
But they represent small, positive steps towards 
greater economic freedom. 

Prime Minister Manmohan Singh was getting there 
when his Cabinet cleared the BHEL proposal. But the 
upa’s capitulation before its Left allies now places a mas- 
sive question mark over the government's resolve to 
push through other more important, but politically 
sticky, issues like pension and labour reforms. 

It should bear remembering that the Left does not 
have a mandate to foist its economic vision on the 
country. But in this era of coalitions, it is numbers that 
count. And so long as the Left holds the key to this gov- 
ernment’s survival, it will continue to extract its pound 
of flesh. With elections due in Marxist bastions West 
Bengal and Kerala next year, things can only get worse. 

That’s not very encouraging for the economy. 
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AAMDEO AGRAWAL MAKES THE NEWS 
frequently. The 48-year-old is Joint Mana- 
ging Director of Motilal Oswal Securities, a 
Mumbai-based brokerage, one of India's 
largest, and his views on stocks are often insightful, con- 
trarian, and most importantly, right. The approachable 
Agrawal is an in-demand talking head, an expert who 
. Braçes publications and television channels. In the last 
«week of June, Agrawal was once again in the news; this 
-. time, though, he would have rather stayed out of it. 
J.. The story reads thus: Agrawal and his family live in 
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Snatching goes mainstream as Crime Inc. discove 
made in stock, stock options, and, of course, salaries. By SAHAD P. V, 
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rs that there is money to be 


Samudra Mahal, a posh residential building in 
Mumbai's uptown Nepean Sea Road; among the 
other residents of the building is a senior executive at 
a multinational consulting firm; the executive's wife was 
friendly with a Ghaziabad-based gangster (she was 
the kidnapper’s classmate at DAV College in 
Muzaffarnagar); she told him that Agrawal was a rich 
man (fact) and that his son Vaibl 
ring for the entrance examinations to the Indian 
Institute of Technology at Kota (fact again) was a 
soft target for kidnapping, Sure < 
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India is among 
 thetop 10 

kidnapping 

hotspots 
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enough, on June 10, Vaibhav was picked up from Kota; Agrawal paid 
the ransom of Rs 3 crore (without informing the police); and the 
police, which had stumbled upon the case accidentally, eventually 
recovered the boy and the money, and nabbed the kidnappers. As this 
magazine goes to press, Agrawal is being questioned about the 
source of the Rs 3 crore he paid, but that is another story. 

The stock market is on a song, employees of most forward- 
thinking companies hold stock, and a salaryman earning over Rs 1 
crore a year is no longer a rarity. Has Crime Inc. latched on to the 
business opportunity in all this? If the Vaibhav kidnapping is any 
indication, it has, although economist Surjit Bhalla rubbishes the 
theory that rising incomes (and disparity in incomes) lie behind such 
crimes. He believes the problem lies in the legal system (or lack of it) 
and inadequate punishment for perpetrators. Then, it isn’t that 
Crime Inc. shuts its eyes to macro- and micro-economic phenomena. 
The year 2002 witnessed a spurt in the number of kidnappings in 
Argentina. Reason? People had lost faith in banks and had cached 
huge amounts of cash in their homes. 

Extortions and kidnappings are a way of life in the badlands of 
Uttar Pradesh, Bihar, Rajasthan, Chhattisgarh, Jharkhand and Andhra 
Pradesh. And according to a report put out by the Foreign Policy 
Centre of London in 1999 (that’s the latest available), India is 
among the top 10 kidnapping hotspots in the world. In the six 
years since, things could have only gotten worse, Some people are 
making far more money than they once did and the phenomenon of 
celebrating Mammon and his subjects has 
arrived in India. One publication, for instance, 
puts out an annual list of the richest people in 
the country, a roster that includes minors. 

Part of India Inc. is aware of the dangers. 
Wipro’s Azim Premji, the richest man in the 
country, operates out of an HQ that boasts elec- 
trified fencing; two, sometimes three, burly 
bodyguards are never far away from UB Chairman Vijay Mallya, 
even when he is in his private jet; Prashant Mehta, Managing Director 
of Rajesh Exports, India’s largest jewellery exporter, works out ofa 
Whitefield factory, secure in the knowledge that three locked and 
guarded gates separate him from the world; and whenever Kushagra 
Bajaj, the 29-year-old CEO of Bajaj Hindusthan, visits his company’s 
plants in uP, he is accompanied by a gun-toting guard. 

And part of India Inc., while being aware of the dangers, chooses 
to carry on with business (and life) as usual, hoping that bad things will 
always happen to someone else. The CEO of a Hyderabad-based 
company, for instance, advocates austerity as a prophylactic. 

If there is some reason to cheer, it is this: things could be worse. 
In Sao Paulo, Brazil, kidnapping rates are high enough to have 
encouraged people to opt for helicopters over cars as a pre- 
ferred mode of transport. The city has 240 helipads (New York has 
10), and lift-offs average 100 an hour. It also boasts ransom 
inns stocked with food, medicines and water, where kidnappers 
can hold hostages for extended periods of time. In comparison, 
India, circa 2005, is still a safe haven. 

ADDITIONAL REPORTING BY RAHUL SACHITANAND, 
PRIYANKA SANGANI AND E. KUMAR SHARMA 


The London blasts: 


- Business prevails 





HOPED 


After 
The Blast 


HE JULY 7 BLASTS IN LONDON ARE 
Tae to have a fallout on the 
world economy. For starters, 
investors reacted calmly to the crisis. 
News agencies quoted an analyst at 
a top London securities firm as say- 
ing: “The heartening lesson to learn 
from these tragedies is that people 
are resilient (and) economies are 
resilient and tend to bounce back.” In 
the us, the Dow Jones Industrial 
Average closed the day 31 .61 points, 
or 0.31 per cent higher at 10,302.29 
after falling more than 103 points in 
the first hour of trading. The NASDAQ 
Composite Index climbed 0.34 per 
cent (7.01 points) to 2,075.66. In 
India, the blasts sent the bellwether 
Bse Sensex crashing 1.95 per cent fo 
7,145.13, down 142.47 points from 
its previous day's all-time closing 
high of 7,287.60. The nse Nifty, too, 
plummeted 2.19 per cent to 2,179.40 
points. But the Sensex bounced 
back 66.95 points the very next 
day to end at 7,212.08. The human 
cost of July 7 isn't something that 
can be written off easily, but the 
near-zero long-term economic cost 
should, hopefully, discourage other 
fringe extremist groups from per- 
petrating such acts in the future. 
Well, at least a bit. 

ARNAB MITRA 
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. The Curse Of Gujarat 

E A killer earthquake, riots, and most recently, a flood; one of India's most industrialised 
i states also appears to be its most unfortunate one. BY ASHISH GUPTA 









23,942 


MAHARASHTRA ^ 22,057 6,507 

GUJARAT 10,097 10,561 10,308 
ANDHRA PRADESH 2,006 46,237 9,309 
TAMIL NADU 3,29 1,588 2939 
UTTAR PRADESH 2,011 1102 1532 


Source: Government of India (Ministry of Finance) 


pee SECOND MOST INDUSTRIALISED STATE, GUJARAT, 
is in the throes of yet another crisis. This time, it is 
floods. Then, the state has had the worst of it over the 
past few years: floods in 2000, a killer quake in 2001, 
communal riots in 2002, and now, floods again 

The economic cost of the floods is likely to be sig- 
nificant: almost all factories in the Golden Corridor, as 
the highly industrialised stretch on the Delhi-Mumbai 
road between Vapi and Ahmedabad is known, have 
been affected. The state government is yet to release its 
numbers, but industry chamber Assocham puts the 
losses at around Rs 10,000 crore. 

Although manufacturing facilities of large com- 
panies such as IPCL, GSFC, 10C, GACL, Ultratech 
Cement (its Amreli plant was out of action for a 
week), General Motors, Apollo Tyres and oNGC 
(crude production at its Ankleshwar-Gandhar oil 
fields has declined by 50 per cent) have been 
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affected, it is the thousands of small and medium 
enterprises (SMEs) in the over 100 industrial estates 
that dot the corridor, which have been worst hit. 
Saileshbhai Patel, the President of the state's 
Dyestuffs Manufacturers' Association, puts losses to 
SMEs in the chemical industry alone at Rs 2,000 
crore. And the Gujarat Cooperative Milk Marketing 
Federation (Amul) has seen a 7 per cent drop in milk 
procurement because of the shortages from Anand 
and Baroda. “There may be some long-term losses 
due to cattle deaths and drop in fodder supply, 
which have to be assessed,” says a senior official 
of the cooperative. 

Past natural (and man-made) tragedies have not 
dimmed Gujarat’s attractiveness to investors (both 
domestic and foreign) as details of investments in the 
state prove. This year’s floods, for all the havoc they 
have wrought, are unlikely to change that. 
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At Last, A New Agency 


Global ad maverick Andy Law and Indian adman Praveen Kenneth launch Law & 


Kenneth, an open source global creative agency. Now, what does that mean? 


I A GLOBAL ADVERTISING 
agency starting in 2005, 
not 1945," says maverick 
adman Andy Law on foun- 
ding Law & Kenneth in part- 
nership with Indian adman, 
Praveen Kenneth. “It’s more 
Linux than Microsoft.” The 
start-up is Law’s fourth, after 
Chiat/Day’s UK operations, St 
Luke’s and Boymeetsgirl 
(BMG). For Kenneth, till 
recently St Luke's majority 
Indian partner and its pub- 
lic face, it is a baptism (by 
fire) into the world of adver- 
tising-entrepreneurship. 

Law & Kenneth is an ad 
agency, right? Well, yes. And 
haven't agencies been around 
since P&G started selling suds 
through ‘soap operas’? Right 
again. So what’s really dif- 
ferent with Law & Kenneth? 
Isn’t it just “Yet another one,” 
as Piyush Pandey, Chairman 
& National Creative Director 
of Ogilvy & Mather India, dismisses the agency? 

Like Law says, it’s a global agency, not in the 
sense of just having operations in multiple countries, 
but in that it has no HQ. “You don't want 250 peo- 
ple each sitting in London, Paris and Mumbai doing 
the same thing," says Law. There is no worldwide 
creative director, no big brother sitting somewhere 
who owns a major stake in each of the subsidiaries, 
and no universal diktats on strategy. Law & Kenneth 
will hàve a nodal structure, with each country run by 
a local entrepreneur, with a majority stake in the 
business, and a team of 35-40. 

Rolled out almost simultaneously across London, 
Mumbai, Dubai, Stockholm, Sydney and Paris, Law & 
Kenneth will soon enter China, the United States and 
Japan. And it promises to be a true global agency, 
one that according to Kenneth will allow clients to tap 
London for strategic inputs, India for creative execution 
and Stockholm for the interactive edge. Isn't that the 
same with big agency networks such as JWT, O&M, 
McCann or ppp? “Yes, but not truly. For people to really 
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Law (L) and Kenneth: An open source revolution 


work together across coun- 
tries, you have to break 
financial structures like we 
have done,” says Law. So Law 
& Kenneth will handle global 
projects out of a hub, from 
which everyone involved will 
get a share based on the ‘time 
& effort’? model. “This way 
everyone’s footprint will be 
global,” adds Kenneth. 

“It’s an attempt to create 
an alternative to existing net- 
works,” says Law. Still, with 
Law’s entrepreneurial expe- 
rience being far from happy, 
with an acrimonious exit 
from St Luke's in 2003 and 
the liquidation of the IPG- 
owned BMG earlier this year, 
what chance does Law & 
Kenneth have? “Well, my 
past is explained by my pre- 
sent,” says Law, pointing to 
the fact that he did try to 
create a similar open source 
model with his earlier start- 
ups, but failed within the stifling environment of an 
existing agency network. 

Are clients really looking for such an alternative? 
The duo points to the fact that all St Luke’s India 
clients (a list that includes ICICI Bank, ITC and 
Bombay Dyeing) have moved to the new agency as 
proof of this. “Globally we’ve already been invited 
to a pitch by a big, $60-70-million (Rs 264-308- 
crore) client where we’re up against conglome- 
rates such as WPP and IPG,” says Law. 

“If anything, Law & Kenneth will show the way to 
other Indian ad professionals to think big,” says 
Prasoon Joshi, National Creative Director, McCann 
Erickson India. Even in markets such as the Philippines 
and South Africa, global agencies are today partnering 
local advertising biggies such as David Guerrero 
(BBDO Guerrero) and John Hunt (Tawa Hunt) to 
launch co-branded agencies, something amiss in the 
Indian market so far. Maybe Linux, sorry Law & 
Kenneth, will change that. 
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Endangered: Digital prints will kill movie-piracy 


D-Cinema 
It could prove to be the scourge of piracy. 


O, IT ISN'T THE LATEST FROM THE FACTORY OF 
Ram Gopal Varma, Bollywood's Brian de 
Palma wannabe who has just completed his trilogy 
on the underworld in Mumbai, a city where the 
gang of non-resident don Dawood Ibrahim is 
called D-Company. It is, quite simply, digital 
cinema, or digital prints. Even today, Bollywood 
prefers to make prints the traditional way, a 
process that increases the cost per print (around 
Rs 60,000); to economise, distributors compromise 
on the number of prints, releasing a motion pic in 
the larger cities first, before taking it to the hinter- 
land; by then, of course, if the film is a popular one, 
pirated DVDs are certain to have invaded the mar- 
ket, even been screened on local cable networks. 
Digital prints offer a solution. Raj Tilak, a con- 
sultant to Mukta Adlabs, a digital print making 
firm, says the cost could go as low as Rs 10,000 a 
copy (which would mean the motion pic can be 
simultaneously released across the country). While 
Mukta still prefers the hard disk route, Interworld 
Digital, a Delhi-based firm, is hoping to beam 
digital signals of movies direct to theatres. That 
would cost a bit, but Manmohan Gupta, CEO, 
Interworld, claims he will split the initial costs 
with theatre owners. Sunir Khetrapal, the head of 
the entertainment and media practice at Yes Bank, 
believes this could work, especially in (beaming to) 
small towns, but warns that “success would depend 
on the exact business model”, That D-Cinema is 
here to stay is evident from the fact that companies 
as diverse as Apollo International, Anil Dhirubhai 
Ambani Enterprises and pvr have jumped into 

the fray. That’s an A-list. 
PRIYANKA SANGANI 
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Silicon Greens 


India’s first semiconductor park opens. 





ISA's Khare: Fabs, here we come! 


TE GOOD PART IS, THE SEMICON PARK, AS IT IS CALLED, 
is India's first. It will occupy some 35 0,000 square 
feet of space in Electronics City, Bangalore's tech 
holy ground that already houses such worthies as 
Wipro and Infosys, and focus on hosting companies 
that provide the complete range of testing, manu- 
facturing and packaging services for the chip indus- 
try. "India's focus has thus far been on design services 
in the semiconductor industry," says Johny Mathew, 
the man behind the park and the promoter of 
California based start-up Scalarsoft. Already, Tessolve, 
a Santa Clara, California-based company has set up 
India's first independent chip testing facility at the 
park. If all goes well, Mathew plans to open another 
park in Hyderabad, potentially the location of India's 
first chip fab, courtesy Nano Tech Silicon India, a 
Samsung-backed firm. 

The bad part is, the park will probably do nothing 
to improve India's prospects as a manufacturing des- 
tination for chip-makers. While the Hyderabad fab still 
remains on paper, Intel, which according to India's 
Minister for rr Dayanidhi Maran was set to announce 
in mid-July its decision to put down a $400-million 
(Rs 1,760-crore) manufacturing facility in India, has 
now announced that it is putting off its plans for 
India, indefinitely. Chip-making remains a capital- 
intensive and complex process, requiring the kind of 
infrastructure-backing (lots of good water, for one) that 
isn't readily available in India. 

That hasn't stopped the Indian semiconductor 
industry from celebrating. “This (the park) is a tectonic 
movement and points to the move of the Indian 
industry to the next level,” gushes Rajendra Kumar 
Khare, Chairman, Indian Semiconductor Association 
(ISA). We'd term it a start. 

RAHUL SACHITANAND 
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d fes STOCK MARKET CLOSED AT AN ALL- 
time high around the time this maga- 
zine went to press. Clearly, the market is 
in no mood to allow the resistance level 
of 7,200 (Sensex) to hold it back. Still, 
while this magazine believes there is 
room for the Br 50 Index to rise even 
more from its current peak of 275.16, it 
sees the next few weeks as ones of con- 
solidation, with the index displaying the 
volatility it has done in its journey from 
6,000 to current levels. 

Our flagship free float methodology- 
based index—st 50—has completed two 
years now. The free float methodology 
has several advantages: first, it consi- 
ders only the value of stocks freely avai- 
lable in the market (after excluding the 
part held by promoters and other strategic 
investors) and the weightage assigned 
to individual shares is more representative 
than the market capitalisation-based 
methodology; second, it takes care of the 
perpetual selection dilemma regarding 
closely-held companies. For instance, the 
inclusion of these companies may dis- 
tort the index based on total market capi- 
talisation methodology, but dropping them 
altogether may reduce its representative 
character. The free float methodology 
facilitates inclusion of large closely-held 
companies but assigns them a lesser 
weightage. After the success of our broad 
market free float index (that the Sensex 
subsequently decided to adopt this is tes- 
timony to the efficacy of the free float 
method), we decided to launch sector 
indices using the same method. While 
the general index captures the overall 
movements (covering several sectors), 
sector indices capture the movements in 
individual sectors. All these indices have 
a common base period (January 1, 2002). 
The weightages are reassigned every 
quarter after companies declare their 
ownership details. The base value of all Br 
indices is 100. 

KRISHNA GOPALAN 
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Coked Out 





The real story behind Sanjiv Gupta's impending exit from Coca-Cola India, 
the fifth CEO to leave in 13 years. BY SHAILESH DOBHAL 


gam GUPTA IS GOING, BUT 
neither Coca-Cola India (CC)— 
*He is still very much our Presi- 
dent"—nor the man himself—*I 
have not resigned yet, but cannot 
comment on the future"—will say 
so. So, what's the real story at CCl? 

The $22-billion (Rs 96,800- 
crore) Atlanta based Coke got 
itself a new Chairman and CEO, 
Neville Isdell last year. Isdell, a 
Coke veteran who was called 
back from retirement to head 
the company, has taken the 
view that the Indian subsidiary 
has to fall in line with the com- 
pany's global model of separate 
bottling and concentrate/mar- 
keting companies. 

That's understandable; as is Gupta's decision (as 
and when he announces it) to leave; after all, with the 
larger company-owned bottling operations (some 
Rs 3,000 crore of total revenues of around Rs 4,000 crore) 
being headed by a new CEO, John Ustas, his brief has just 
been split down the middle. As this magazine goes to 
press, there is speculation in headhunting circles that an 
Indian from Coke's international network, Sanjay Guha, 
Atul Singh or Kandy Anand could replace Gupta. 

If, despite the fact that both companies have had to 





Coca-Cola India's Gupta: He'll be 
pushing something else soon 


cope with similar extraneous fac- 
tors—a slow-growth market and 
the pesticide-in-colas controversy, 
for instance—Pepsi's Indian ope- 
ration seems like a rock of stability 
(it has had only two CEOs in 16 
years, P.M. Sinha and incumbent 
Rajeev Bakshi), blame it on the 
Indian subsidiary of Coke mir- 
roring events in Atlanta. 

Coke's global operations have 
had four CEOs in the past 13 
years (Pepsi has had two, inclu- 
ding incumbent Steve Reine- 
mund), and it would seem that 
each (both global and local) has 
had different plans for the com- 
pany. One wanted to buy bot- 
tlers. Another wanted to sell tea 
and coffee. And still another wanted to kill all the 
brands it had acquired. Circa July 2005, there's static 
that Coke will go slow on investments in India, go 
cold on tea and coffee, ditch the Rs 5 price-point, and 
focus on Brand Coke. *We have over a 60 per cent 
share of the market," says the company's spokesper- 
son. “Thanks to the acquired brands,” says an unkind 
critic. Then, that would seem to be true. The acquired 
brands account for over half the company's sales 
and a fifth the marketing spend. 


VUHAW NVAIA 


13 YEARS, 5 CEOS DOWN, STILL STRUGGLING 


Alex Von Behr 
January 
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Richard 
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March 1997 
Coca-Cola India 
seems intent on 
killing the Parle 
brands. Issues with 
bottlers mean 
business suffers. 





Parle acquisition 

(four brands, Thums Up, 
Limca, Gold Spot and 
Citra) makes the news; the 
deal is paying off only now, 
a decade later. 


strategy does 
not work. 
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Problems with bottlers 
continue, with 

CCI buying out more 
of them. Discount-led 





Sanjeev Gupta 

July 2003-? 

Both Coke and Pepsi are 
hit by the pesticide contro- 
versy; faces farmer ire in 
Kerala and Rajasthan; 
Atlanta insists it abandon 
the Rs 5 price-point; CCI 
broken up into bottling and 
concentrate operations. 


2000-June 

2003 

Company writes off 
$400-milllion (Rs 1,880 
crore then); launches a 

Rs 5 offering; starts looking 
at opportunities in coffee, 
juice and water. 
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Tata's Tata: The company's still looking 


The First Deal 


In the CDMA space, that is. 


F REPORTS EMANATING FROM MUMBAI'S DEAL STREET 
| is to be believed, Tata Teleservices (TTSL, in 
which Tata Group firms vsNL, Tata Sons and Tata 
Power hold stakes) is close to striking India's first deal 
in the CDMA space (the Reliance Infocomm-Qual- 
comm Inc. deal, for those who came in late, fell 
through). In front of the pack, seeking to acquire a 30 
per cent stake in the company, is Korean telco sk 
Telecom. If it materialises, the deal could be worth 
Rs 3,500 crore (between Rs 15 and Rs 19 a share). 
That money will come in useful for a company that 
will invest Rs 9,000 crore across its 20 circles over the 
next 24 months, After a sluggish start, TTsL has been 
in a hurry to make up for lost time and has added 
1.69 million subscribers over the past six months (total 
subscribers: 4.5 million at the end of June 2005). 

The Koreans, the buzz in Mumbai goes, have 
taken over Bombay House, the Tata Group HQ, a 
reference to the large team from sk Telecom (it is rep- 
resented by i-banking firm yp Morgan) that has 
apparently been camped there for some time hoping 
to strike a deal. For its part, the Tata Group down- 
plays the possibility of an immediate deal, with 
group sources saying that sK Telecom is only one of 
the companies the group is taking to and that “there 
are about five-six players in all" that are interested in 
a stake in Tata Teleservices. The way these things 
work, a deal could be announced tomorrow, or six 
months down the line. 

KRISHNA GOPALAN 
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An Idea In Play 


Another telco, another deal. 


TH IDEA STORY HAS TAKEN ANOTHER TURN. THE 

company, which was formed by the merger 
of the Gsw-telephony interests of the Tata and 
Aditya Birla Groups and AT&T, has had one door 
close—the proposal by Singapore Technologies 
Telemedia and Telecom Malysia to acquire a 47.7 
per cent stake in Idea was scotched by the 
Department of Telecommunications on the grounds 
that another Singapore-government owned firm 
SingTel owns a stake in Bharti, which shares some 
of its circles with the company—only to have ano- 
ther open. 

Today, the Aditya Birla Group, which was once 
keen to sell its 33 per cent stake in the company and 
focus on its commodities empire, has decided to stay 
on. And it may actually surprise everyone by bid- 
ding for the 33 per cent of Idea Cingular (it acqui- 
red this, courtesy its takeover of AT&T Wireless) has 
put on the bloc, even for part of the Tata Group's 
31.5 per cent stake in the company. 

"The Aditya Birla Group is here to stay," says 
Sanjeev Aga, the group's representative on the Idea 
board, refusing to spell out the details. 

It would make sense for the Tata 
Group to exit, given its interest 
in the CDMA space (the money, 
for sure, would come in useful). 
"We are all looking at options | 
and nothing firm has.come up as 
yet," says Kishor Chaukar, 
Managing Director, Tata 
Industries. 

Then, there is the 
D-street buzz about 
Idea going in for an 
initial public offe- 
ring (IPO). With 
5.55 million 
subscribers 
across 8 cir- 
cles, its valua- 
tion would be 
around Rs 8,000 
crore, and an IPO may pro- 
vide a profitable exit for 
some of its shareholders. P. 
Watch this space. 

KRISHNA GOPALAN 
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R.S. Lodha: The smile stays, for now 


T'S BEEN FAIRLY SMOOTH SAILING FOR 
Rajendra Singh Lodha so far. On 
June 24, the Board of Directors of 
M.P. Birla Group flagship Birla 
Corporation elected him chairman. 
He is the first non-Birla ever to head 
a major Birla company. A 
Spokesperson for B.K. Birla said the 
Birlas would not comment on this 
development. Meanwhile, in a minor 
victory for the Birlas, on July 1, the 
Calcutta High Court dismissed a 
petition by S.N. Prasad, a member of 
the Lodha camp, seeking the qua- 
shing of criminal proceedings against 
himself, Lodha and two others. The 
criminal case had been filed by 
Rajinder Pansari, a Birla associate, 
on October 5, 2004 before the sub- 
divisional judicial magistrate in 
Alipore. It alleged that Lodha, 
Prasad, V. Gaurishankar and S.K. 
Daga had defrauded Priyamvada 
Birla. The dismissal of Prasad's 
petition will not change anything in 
the battle for the control of M.P. 
Birla's estate. It merely means that 
the Alipore Court will be free to pro- 
ceed with the criminal case filed 
before it. The Lodha camp declined 

to comment on the issue. 
ARNAB MITRA 
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. The Dabhol Endgame 


ids MM M ee psp s Qe mI 


An FAQ on the impending resolution. 


Is the Dabhol controversy ended? 
Almost, but the company is no longer called Dabhol Power Company; 
it is the Ratnagiri Gas and Power Company. 
How has the resolution come about? 
The court controlled entity will soon be taken over by the special pur- 
pose vehicle instituted by the government for the purpose. $110 
million (Rs 484 crore), of the $145 million (Rs 638 crore) owed to GE 
has been paid. On the agenda is the payment of $160 million (Rs 704 
crore) to Bechtel, $230 million (Rs 1,012 crore) to offshore lenders, 
and $111 million (Rs 488.4 crore) to Overseas Private Investment 
Corporation. All this is expected to be done by the end of July. 
Will the company's new cost structure be more reasonable? 
It will. “The original project cost was Rs 12,000 crore; this is down 
to Rs 10,000 crore now with Enron's equity being devalued from $550 
million (Rs 2,420 crore) to $20 million (Rs 88 crore); then, DPC was 
also planning to make money on everything from fuel arbitrage and 
shipping contracts to operation and maintenance charges. Now, the 
annual payment by the Maharashtra State Electricity Board will be in 
the region of Rs 3,500 crore a year as against the earlier Rs 5,500 
crore," says Girish Sant, an energy consultant at Pune-based Non 
Governmental Organisation Prayas. 
Isn't Rs 10,000 crore a bit steep for a 2,184-MW project? 
It is, and that's something that will come up when Ratnagiri Gas and 
Power Company seeks the approval of Maharashtra Electricity 
Regulatory Commission (MERC) to kick-start operations. It will have 
to justify a 25 per cent higher cost. *The challenge is to find liquefied 
natural gas (LNG) cheap; that’s the key to the issue (of supplying 
power at the government mandated rate of Rs 2.30 an unit and 
staying profitable),” says one analyst. 
It isn't over yet? 
Well, nothing ever is until the fat lady sings. 

PRIYA SRINIVASAN 
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The Best Companies To Work For In India 


Ee FIFTH ANNUAL STUDY OF INDIA'S BEST EMPLOYERS 
is underway at Business Today, with partners 
Mercer and TNS busy interacting with companies that 
have already signalled their intent to participate in the 
study. If your organisation has been around in India 
for four years and has at least 200 manager-level 
employees, it could participate too. To do so, contact: 
Indrani Raychaudhuri 

Research Coordinator 

TNS India; CICD Tower 

Institutional Area, Hauz Khas 





Bést 






COMPANIES New Delhi 110 016 
TOWORK E-mail: Indrani. Raychaudhuri@tns-global.com 
FOR IN INDIA Fax: 011-5256 6677 
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Sharing the same Germar 
FUCHS lubricants like the German 
assure maximum protection 


ANTICORIT 


CORROSION PREVENTIVES 


FUCHS LUBRICANTS- 
A FEW FACTS 


€ World's largest independent 


Beware forces of corrosion... 
be it in steel, rolling bearings or 
automotive industries 

lubricants company 
State of the art ANTICORIT € Amongst top 10 lubricants companies 


corrosion preventives from € Globally has more than 40 centres 


FUCHS lubricants ensure 
reliable protection and 
long-lasting performance of 
tools and components 


Non-toxic and ecologically safe, 


of excellence and presence 

in over 120 countries 
Certified DAIMLER CHRYSLER 
FIRST CLASS PARTNER 

in 2002 & 2003 

OE fill for India's leading 


FUCHS lubricants are 

backed by FUCHS PETROLUB, 

AG, Germany, world leaders in e 
speciality lubricants for: 


car, truck and tractor 
manufacturing companies P 


Full line supplier to India's top 
MNCs and reputed business houses 


* Corrosion Preventives 

* Metal Working D d 

rie d Se FUCHS LUBRICANTS ( INDIA ) PVT. LTD 

* Industrial Greases (A wholly owned subsidiary of Fuchs Petrolub AG, Germar 
Atur House, 2nd Floor, 87, Dr. Annie Besant R 


Worli, Mumbai-400 018. (India) Te 23 
91) (22)5666 104 i com 
; lubricants cater to several industries Fax: (9 22)5666 1 1. www.fuchsindia.corr 


Steel Automotive Bearings Mining Engineering I Defence 


FUCHS - World leaders in industrial lubricants! 
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ADVANCE BOOKING» 


The Early Bird 


| T IS ONLY A MATTER OF TIME BEFORE ANYONE WHO HAS 
just been granted admission into an engineering 
school receives perhaps by the same mail that 
brought the good tidings, a letter of offer from a 
tech firm provided the candidate manages to finish 
the course by a certain time and with a certain level 
of proficiency. Such is the demand for tech jocks that 
Cognizant Technology Solutions has already ‘hired’ 
INDEPENDENCED 500 students of Chennai's premier Anna University 

an entire year before they graduate. "Business is 
[) iesel At Rs 7. Less picking up and our hiring will keep pace based on 

demand,” says R. Chandrashekharan, Managing 


Director, Cognizant, deftly side-stepping the issue 





HE ALL INDIA MOTOR TRANSPORT CONGRESS (AIMTC) of hiring young. Well, if the offshoring boom lasts 
has an interesting complaint to make, that (there is no reason it shouldn't) hires will get pro- 
Reliance Petroleum sells diesel to trucks registered in gressively younger. 
Delhi, in Mumbai, at Delhi rates, some Rs 7 less than RAHUL SACHITANAND 


what the fuel costs in the city (immediately 
attracting business from the thousands of trucks 
that ply from Delhi to Mumbai). The association is 
aware that the company is free to do as it pleases 
(the pricing can be explained away as a discount). Its 
real grouse is that public sector firms that domi- 
nate the country's petrol and diesel distribution net- 
work do not do the same. "If Reliance can afford to 
sell diesel at this rate, why not the PSUs?,” asks J.M. 
Saksena, Advisor, AIMTC. Then, a Reliance 
Petroleum spokesperson denies that the company 
is doing any of this. 


Happiness explained: They already have jobs 
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PRIYANKA SANGANI 


POTTERMANIAD 


July 16 Fundamentals 


HREE DAYS AFTER THIS MAGAZINE HITS THE NEWSSTANDS, THE SIXTH BOOK, 
the penultimate one in the Harry Potter series is to be released. In 
India, where publishers consider themselves fortunate if an English language 
best-seller manages to clock 5,000 copies, advance orders for the book num- 
ber 130,000. "It has more than doubled since the last one.” says P.M. 
Sukumar, Senior Vice President, Sales and Marketing, Penguin India, the 
company that has the trade rights to distribute the Bloomsbury edition. 
And Scholastic India will distribute copies of the book to some 5,000 
schools across India. India may account for a mere 2 per cent of the esti- 
mated sales of the book, but Penguin is taking no chances with "guards in 
Penguin- and distributor-locations” according to Sukumar. The boy-wizard, 

who celebrates his birthday on July 16, has earned it. 
AMANPREET SINGH 
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The white dot on the Sheaffer pen stands for quality and 
innovation. It's a symbol that assures you are holding one of 
the finest crafted writing instruments available. So whether 
you are starting or ending a sentence there’s always a proper 
‘ety to do it. With a Sheaffer. 
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Marketed By : William Penn, Bangalore - 25537803, 51104428. Mumbai -22641785, 
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FOR DECADES, THE WORLD HAS KNOWN IBM AS A TECHNOLOGY COMPANY. AN INNOVATOR IN 
COMPUTING AND ALL THINGS DIGITAL. BUT THERE IS A SIDE OF IBM YOU MAY NOT KNOW. AN 
IBM THAT IS A RESOURCE FOR BUSINESS INSIGHT, INDUSTRY EXPERTISE AND AN ENTIRELY 


DIFFERENT KIND OF BUSINESS INNOVATION. 


| A LITTLE ABOUT THE OTHER IBM 


| There's a side to IBM called IBM Business Consulting. It's the Other 
IBM that partners with its clients to create value for their customers, 
shareholders and employees. Here's an organisation that combines an 
extraordinary level of experience, intellectual capital, innovation and 


operational expertise to solve contemporary business problems and 
transform critical business processes. 


The Other IBM is a strategic resource of unique depth and scale. 

For each engagement, whatever its scale, IBM Business Consulting 
mobilises the right resources from its global network. A culture of 
thought leadership that delivers competitive advantage for the success 
of your business. 


So, what are your most pressing issues? Are you worried about 
t strategy and change in your industry? Do you need a new point of 
view? The Other IBM comes to your rescue. 





BME meram Dining 6 can em. cw mans nori 
competitors and understand which parts of your business need 
differentiation, how to allocate resources, and how to align business 
and IT strategies. 





IBM Business nein preme an Sia amy of experience, 
{ intellectual capital, innovation and operational expertise to solve 
ONY business problems. 








When bureaucracy and cient) PERIS revenue per employee 
soars. IBM Business Consulting helps you identify resources that can go 
directly to the activities that deliver the maximum return — and match 
costs with revenue. 





oii cnie are so focused on nthe ym spem iiem of running a 
business that they miss game changing developments. IBM Business 
Consulting helps businesses in 17 different industries, identify and cope 
with transforming change in core business processes and structures. 
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“f eis were a CEO with a in impássibe ohola 
challenge," wrote Chief Executive magazine, “wouldn't you like to have 
the world's best scientists solving it? And wouldn't it be great not to pay 
their salaries, just rent their minds? That's what IBM offers." 


THE OTHER IBM IS READY TO HELP YOU. 

IBM Business Consulting is a unique partner that provides completely 
new ways to help clients identify, create and deliver business value. 
Our approach begins with industry points of view based on years of 
experience working in multiple industries. We identify the endgame, 
then develop strategic road maps of how to get there. Only IBM has 
the ability to design, manage and operate those solutions in more ways 
than anyone else. Most importantly, IBM is accountable for business 
results based on tangible business performance metrics. 


OM tup 





Experimental Retailer 


Kishore Biyani's new Home Town concept isn't out of any retail book. 


NE OF THE THINGS THAT PANTALOON RETAIL'S KISHORE 
On has done over the recent past is to spend 
time in Mumbai's slums, especially Dharavi. In the 
claustrophobic homes of Dharavi, which boasts of 
being Asia's biggest slum settlement, Biyani is trying to 
find the retail model of tomorrow. Many of the low- 
priced items that you see in his hypermarket Big 
Bazaar stores are inspired by the needs of urban poor. 
He decided to sell cricket bats at Rs 75 and stumps at 
"crazy prices" because he found the game to be a 
passion among those who couldn't afford too much. 
His trade-in scheme (bring your old clothes, kitchen 
equipment, footwear, or whatever, sell them to Big 
Bazaar in return for shopping vouchers) was also ins- 
pired by the fact that the typical Indian household 
hated to throw anything away. Last year, the scheme 
fetched Rs 1 crore in sales that otherwise would have 
gone to some kirana, or neighbourhood, stores. “If we 
have to grow, the slums have to come to us," says 
Biyani, who claims to have pictorially documented con- 
sumption habits of the urban poor. 

Meanwhile, the garment-manufacturer-turned- 
retailer is going after middle class consumers with an 
out-of-the-box retail model. To be headed by former 
(RPG) Food World cro, Raghu Pillai (he starts August 1), 
Home Solutions Retail India boasts an all-new business 
model . Meant to be home-centric, Home Solutions will 
come in seven or eight “silos” (Biyani is still fine-tuning 
it) comprising: home furnishing and textiles, home fur- 
niture, consumer electronics, home building, home 
electricals, home services and home improvement. 

Of these, the first three would operate like 
stand-alone chains, and the rest may be operated as 
either stores-in-store in Big Bazaars or small inde- 
pendent stores. In addition to that, there could 
half-a-dozen mother stores (called Home Town) 
comprising all the seven silos. However, Biyani 
clarifies that there’s nothing rigid about the model 
and that his plans will keep evolving. 

It’s easy to see why Biyani is focussed on the home. 
A staggering 70 per cent of what an average consumer 
spends relates to her home, and this segment is expected 
to grow further. Over the next three years, Biyani 
expects to open six or seven flagship Home Towns, 
each occupying over 90,000 to 1.5 lakh square feet , 
and between 40 and 50 of the three stand-alone stores 
(home furnishing and textiles, home furniture, and 
consumer electronics) of 3,000 to 15,000 sq. ft each. 
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RITESH SHARMA 





Pantaloon's Biyani: Learning from the slums 


The first home furnishing and textile store is slated to 
open in Andheri in Mumbai on August 15. 

Real estate developer Unitech is one investor in 
Home Solutions, which will require investments of 
Rs 150 crore to Rs 200 crore. Why Unitech? Biyani says 
that the company understand homes, of which it builds 
6,000 to 7,000 a year. But Biyani’s calculations could 
be vastly bigger than that. He may actually be looking 
at getting Unitech interested in building furnished, or 
at least semi-furnished, homes. If he succeeds in doing 
that, he will enjoy tremendous clout with suppliers 
and, needless to say, an early lead in virgin retail ter- 
ritory. He has already said that he wants his Pantaloon 
empire to be $2-billion (Rs 8,800-crore) big by 2010. 
Home Solutions, then, is a step that should take him 
closer to that goal. 

R. SRIDHARAN 





Easy Gulls 


Will the real VW please stand up? 


i ie STATE GOVERNMENTS EAGER TO ATTRACT 
foreign investors to their shores are living dan- 
gerously is something that is highlighted by the recent 
Volkswagen AG (VW) episode. Towards late May, it 
became clear that Andhra Pradesh (Ar) had managed, 
after considerable lobbying, to convince VW to set up 
a manufacturing facility in Vizag. Then, Der Spiegel, 
a German newsmagazine, broke a story alleging graft 
at the highest levels in Volkswagen, naming senior 
executive Helmuth Schuster as the main accused. 
Schuster was in charge of the India project. 
Around the time this magazine goes to press it 
emerges that Schuster and an individual named 
Ashok Jain floated a company called Vashishta Wahan 
(also vw) in January, approached the Andhra 
Pradesh government with claims that 
Volkswagen held a 51 per cent stake in it, and 
convinced it to invest a portion of the equity 
in return for an undisclosed stake and a plant in 
Vizag. The state government agreed to invest 5 
million euros (Rs 27.5 crore), Vashishta Wahan gave 
it details of the account into which the money has to 
be paid, and, depending on which version you believe, 
the state government issued a letter indicating its 
willingness to pay 2 million euros or actually did 
pay that much (around Rs 11 crore). Not too long 
after, a delegation from the state visited Germany and 
met with Volkswagen CEO Bernd Pischetsrieder with- 
out anyone becoming wiser. Then comes the expose 
and allegations that Schuster was behind a missing 
shipment of cars headed for Angola. Now, opposition 
leaders in AP are insisting that Major Industries 
Minister Botcha Satyanarayana, who met 
Pischetsrieder come up with some answers. Mean- 
while Volkswagen has put its India plans on hold. 
KUSHAN MITRA AND E. KUMAR SHARMA 
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Blow Hot/Cold 


Provogues5 stock debuts smartly despite... 


jdn INDIAN STOCK MARKET, THAT FICKLE THING 
whose moods are unpredictable has actually 
turned out to be a closet liberal. What else can explain 
the premium at which the stock of Provogue listed on 
July 7? The stock listed at Rs 249 on the NSE (and 
Rs 250 on the Bst), a good Rs 100 over the issue price. 
Then, the issue itself was subscribed 70 times over. 

That's significant for a company that was dragged 
into a messy cocaine- 
investigation around the 
time of the issue. For the 
record, a former employee 
of Provogue was arrested 
while couriering cocaine 
to an associate in Chennai 
and, during questioning, 
sang like a canary naming 
the two promoters of the 
company, Salil and Nikhil 
Chaturvedi (the first has 
been called in for ques- 
tioning), brand ambassa- 
dor Fardeen Khan (who 
had previously been 
arrested on charges of co- 
caine-purchase in 2001), 
a media baron and an ad 
film maker among others. 

So, why wasn't the mar- 
ket spooked? “Well, investors must have felt the 
brand stands for something irrespective of the mana- 
gement," says Pashupati Advani, Director, Advani 
Share Brokers. 

Maybe, or maybe the market is more liberal than 
we thought. 
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Provogue face Khan: 
Once bitten 


PRIYA SRINIVASAN 


WHY WINDOW-SHOP IN LONDON. 
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Bus, Yes, But Truck? 


In time, says Swedish auto major Volvo. 





Volvo's Jufors: Give it time, and India will look good 


VEN TODAY, IN INDIA, XEROX IS A GENERIC TERM USED AS A COMMON 
p even a verb. Volvo, the Swedish auto major that entered the 
country in 1998, can stake claim to similar greatness. Volvo is, at once, 
à common noun for luxury buses and an adjective signifying comfort 
and class. Today, long-haul bus operators run Volvos on preferred 
routes, Chennai-Bangalore, Bangalore-Goa, Delhi-Shima, Delhi- 
Jaipur, even Delhi-Vaishno Devi (a temple-town near Jammu), and 
countless others, and passengers are quite happy to pay a premium for 
a faster, safer, more comfortable option. 

Buses is one thing; trucks, another. Last year, the Indian truck 
market was on fire; of the 57,000 trucks sold, however, Volvo did 
a mere 264. One reason for that is cost (or upfront cost, as Stefan 
Jufors, the worldwide President and CEO of Volvo Trucks 
Corporation would like it put). A typical twin-axle truck costs 
around Rs 10 lakh; Volvo's multi-axle vehicles do anything between 
Rs 35 lakh and Rs 40 lakh. Indeed, in its seven years in India, Volvo 
has managed to sell a mere 2,000 trucks. That doesn't faze Jurors. 
"We are in the top end," he says. *And as the concept of total cost 
of ownership rather than just upfront investment becomes under- 
stood, Volvo will become a bigger player even in terms of volumes." 
Jufors is confident that Volvo India will end 2005 with revenues of 
Rs 1,200 crore, up from Rs 600 crore in 2004. Much of that, how- 
ever, will come from the sale of buses (like it did last year). 

If there is one thing going for Volvo, it is that the current infra- 
structure boom, and emerging concerns over safety and environmental 
issues will give it an edge over Indian rivals. Then, the same can be said 
for global truck majors such as GM and Mercedes that are already eye- 
ing the Indian market. *We cross swords with them in the international 
market," says Jufors with a bring-them-on air. *We compete, we win, 
and we are not afraid of them." 

VENKATESHA BABU 
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Next 





Small Car, Big Battle: Up Next, 
Toyota vs Maruti 


Tees MAY HAVE HAD A DREAM RUN 
in India thus far through its sub- 
sidiary Toyota Kirloskar Motor 
Corporation (TKMC) but the com- 
pany has consciously stayed out of 
the highly competitive small car seg- 
ment of the market—seven out of 
every 10 cars sold in India right now 
are small cars—concentrating ins- 
tead on the middle- and higher-ends 
of the sedan market (with Corolla 
and Camry) and the mini-van/ multi 
utility vehicle one (with the hugely 
successful Qualis and now, Innova). 
Now, the buzz in auto circles goes, 
the company will invest around 
Rs 400 crore in its plant outside 
Bangalore (it has the capacity to 
produce 60,000 vehicles a year) in 
a 100,000-units-a-year small car 
line. In Japan, and in other mar- 
kets, Daihatsu, a Toyota subsidiary 
that makes small cars, competes 
with Suzuki; the latter's subsidiary 
Maruti is the market leader and the 
champion of the small car segment 
in India. Toyota is said to be exa- 
mining three Daihatsu models, 
Mira(above), Passo and Sirion for an 
India launch. However, a spokes- 
person for Atsushi Toyoshima, 
Managing Director, TKMC, ruled out 
an immediate entry into the small 
car segment. Still, itis a question of 
when, not if. 

VENKATESHA BABU 








AXMEN FROM AROUND THE COUNTRY CELEBRATED ON 
July 5 when, at a conference of income tax officials, 
Finance Minister P. Chidambaram announced that 
India's direct tax to GDP ratio was set to cross the 5 per 
cent mark in 2005-06 (it had crossed the 4 per cent 
mark only in 2004-05). Much of the minister's opti- 
mism comes from collections of direct tax this year, 
well on track to meet the budgeted Rs 1,76,812 
crore. “This is an important point in the history of 
tax collection in India," the minister told the assem- 
bled taxmen. And it is a sure sign that India is on its 
way to becoming a developed country (in the First 
World, tax collections contribute significantly to the 
government's revenues). 

If there's someone who has to pay the price— 
there is, after all, no such thing as a free lunch—it is 
existing tax payers; largely, given the fact that 60 per 
cent of India's tax base of 40 million is made up of 
them, salarymen. Their tax-dues may be deducted at 
source by their employers but they still remain soft tar- 
gets. That shouldn't surprise anyone who is aware 
of the government's record at widening the tax-base. 
“The expansion of the tax base just hasn't happened," 
rues Vivek Mehra, Executive Director, Pricewater- 
houseCoopers, an audit firm. 

Between 1998-99 and 2004-05, India's tax base has 
grown from 18.2 million to 40 million. Yet, today, a 
mere 80,000 assessees boast incomes in excess of Rs 80 
lakh a year. The worrying thing is apart from salarymen 
who are largely innocent of anything but the most triv- 
ial tax-evasion (come on, everyone does it now), the 40 
million number includes high-end assesses, usually 
businessmen who get away by paying far less tax than 
they otherwise should, often through the expedient 
route of cooking their books. Then, that seems a minor 





Taxing The Taxed 


Unable to widen the tax net, the government focusses on the taxed. 





FM Chidambaram: We can see you 


issue when seen in light of the fact that rich farmers, 
cash-rich religious institutions, corporate hospitals, 
even public schools masquerading as not-for-profit 
institutions get away without paying any tax at all. 
The focus on existing tax payers isn't surprising: the 
resource-strapped tax administration isn't geared to 
unearth new tax payers, check with the registrar of 
companies on corporates that are registered but do not 
pay tax, or take defaulters to court. That could explain 
why the Finance Minister has chosen, in Budget 2004 
and Budget 2005, to focus on extracting more from the 
middle class, directly, or, through such things as a 
tax on fringe benefits that will have to be paid by 
the employer, indirectly. It is well in keeping with that 
old adage about a bird in hand. 
ASHISH GUPTA 
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A Tango In Washington D.C. 


Prime Minister Manmohan Singh heads to the US with a clear idea of what he wants. 


N THE LAST WEEK OF JUNE, 

India's Defence Minister 
Pranab Mukherjee was invited 
to be a guest speaker at the 
Carnegie Endowment for 
International Peace in 
Washington D.C. Breaking 
from tradition that advocates 
platitudes and nicety, the 
minister, in a hard-hitting 
speech, candidly spelt out 
India's anxieties. The testy 
tenor of the statement was 
no doubt significant, coming 
as it did just three weeks 
before Prime Minister 
Manmohan Singh touches 
down in Washington D.C. for 
his first summit meeting with 
President George Bush. 

On India's pitch for a 


AP 


Security Council seat, PM Singh: He has got his shopping list ready 


Mukherjee said, “By any cri- 

teria—size, population, economy, military power, 
role in international peacekeeping, responsibility in 
international affairs, future prospects, etc.—India is 
a natural candidate.” Similarly, he spoke firmly on the 
subject of civilian nuclear energy when he said, 
“Restrictions against India’s nuclear energy pro- 
gramme are anachronistic. The us and India have now 
commenced a dialogue through the Nssp (New Steps 
in Strategic Partnership, a statement released in 
January 2004 to expand cooperation between India 
and the Us in the areas of civilian nuclear activities, 
civilian space programmes and high technology 
trade) to address some of these restrictions. Their 
easing will impact favourably on our economic 
Prospects over the next three decades.” 

In one stroke, the minister had conveyed to his 
American counterparts the issues the Indian side 
believed to be central to the summit meeting. While 
accepting the fact that the India-us relationship had 
come a long way since 2000, when the two countries 
first decided to really engage, the Indian side is con- 
scious that it needs some tangible deliverables when the 
two leaders meet. Especially, since Pakistan, with its 
dubious record on the war on terror, has continually 
extracted gains, for instance, a $3 billion (Rs 13,200 
crore) military aid over the next four years. 
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Part of the reason for the 
apparent disconnect is the 
opposing visions that the two 
sides bring to the table. The 
American side is convinced 
that the relationship is for 
keeps and is looking at a long- 
term view on cooperation in 
the areas of defence and high- 
tech commerce as opposed to 
one-off deals. The Indian side, 
while convinced about 
American motives, wants 
some immediate deliverables 
to show back home for its 
own political ends. And it has 
identified two such, support 
for India's bid to a perma- 
nent seat in the UN Security 
Council and its civilian nuclear 
energy initiatives. 

On the former, the paral- 
lel drama—where India 
along with Brazil, Germany and Japan are poised to 
introduce a resolution seeking permanent status in 
the Security Council—unfolding in the UN will, 
in a sense, take the heat off us failure to provide 
unequivocal support to India's claim. 

It is on the latter issue that the Indian side is 
exerting pressure on the Us for an adequate 
response. “If we do not find a way of giving India 
sufficiently important things during this meeting, I 
am concerned that the relationship will begin to flag. 
At some point the Indians are going to ask us, 
where is the beef?" says Ashley Tellis, senior asso- 
ciate at the Carnegie Endowment. 

However, if there is one area where both sides 
already have an agreement in place, it is the pro- 
posed launch of the CEOs forum, a lunch club driven by 
high net-worth CEOs from both countries (11 each) that 
will set the future business agenda. While the Indian 
side has nominated Ratan Tata as leader, the Americans 
are yet to announce their choice. 

"In my mind, these kind of institutions and 
the role that they play is important," says Charles 
R. Kaye, co-president of Warburg Pincus and the 
newly-anointed chairman of the us-India Business 
Council. Now for July 20. 

ANIL PADMANABHAN IN NEW YORK 
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Youth power: It drives funds too 


Fun Funds 


Mutual Funds graduate to the next level. 


S ECTORAL FUNDS ARE STILI POPULAR, BUT AS A CONCEPT, 
they're not very novel anymore. Two recent funds 
launched in the Indian market, however, are. The first, 
the Nex Gen Fund from Birla Sun Life Mutual Fund, 
seeks to invest in companies that, well, sell to the 
young, “With 54 per cent of Indians below the age of 25, 
the domestic consumption boom cannot be denied," says 
Nishid Shah, the Chief Investment Officer of the com- 
pany and the manager of the fund. The Nex Gen Fund 
will focus on companies in the fast moving consumer 
goods, media, hospitality, mobile telephony and health- 
care sectors. The second, Edelweiss Securities’ Yatra 
Fund, is an art fund; it will take subscriptions from 
investors who can afford to shell out Rs 20 lakh. 
“People are looking at different asset classes and this is 
one,” says Nilesh Shah, Executive Director, Edelweiss, 
and an avid collector of mid-rung artists himself. The 
downer: investors won't get to keep paintings . 
AMANPREET SINGH 
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Bombay Blast 


Prices are up 70 per cent in three months. 
N JUNE 21, DELHI'S DLF AND MUMBA ’S AKR 
Nirman Group together acquired the Mumbai 

Textile Mills, an NTC textile mill in central Mumbai 

for Rs 702 crore. The price has raised a few ey 

brows: at Rs 7,200 a square foot, this is some 70 

per cent higher than what India Bulls paid f 

Jupiter Mills just three months ago. Is Mumbai real 

estate over-valued? RBI thinks so, for shortly after the 

deal, it instructed banks to declare their exposure 
to real estate and tread carefully while loaning 
money to developers. Pranay Vakil, the head of real 
estate firm Knight Frank India, is not so surt 

He'd rather wait for the next few mill-land deals 

before making up his mind but adds that a couple 

of firms looking for office space (around 100,000 

sq ft each) are “mentally pre pared to pay Rs 4,500 

a sq ft, not Rs 7,500”. If they want part of the DLI 

development, they will have to pay more. To make 

money, DLF will have to sell space at over Rs 11,00€ 

a sq ft or rent it out at over Rs 150 a sq ft (per mi nth) 

In contrast, rentals at the Phoenix Mill complex in th: 

Rs 50 a sq ft. 


PRIY 


al Rates Are 


» Curent rates 


same neighbourhood are 


SRINIVA 














South Mumbai  16,000-20000 22,000-28,000 

Lower Parel — 7500-000 —— 8,200-9,000 

3 — 250-20 3,200-4,000 
Mulund 2,600-3,000 2,800-3,200 d 
Thane 1,600-2,500. 1,800-2,800 3 


Figures are prices o! residential land in R$ per sq. ft 


"Source: Knight Frank | 


ENJOY 10% DISCOUNT ON EVERY PURCHASE. 


ENJOY GREAT DEALS ON JET BOUTIQUE DUTY-FREE SHOPPING 


ON ALL INTERNATIONAL JET AIRWAYS FLIGHTS 
ONLY ON YOUR MASTERCARD CARD 








TAKE IT ANYWHERE. 


IT’S ARMED TO THE 
b TEETH. 


HP recommends Micro 


soft? Windows" XP Professional. 





MOBILE 
TECHNOLOGY 


Don't be fooled by their sleek looks - These HP Compaq Notebook PCs are the next big step in 
computer evolution. What's more, now they're available at special prices. Powered by Intel" 
Vj Centrino" Mobile Technology, this range of HP Compaq Notebook PCs offer unmatched flexibility 


along wilh the assurance of fortified security. They're armed with HP Mobile Data Protection System that 


keeps your data secure at all times. So when you decide to work from any hotspot of your choice, 


data safety worries are the last thing that would come to your mind. Go ahead, discover enhanced 


performance and productivity with the world’s leading technology provider. 





^ HP COMPAG nx6120 
' NOTEBOOK PC 


+ Intel® Centrino™ Mobile Technology 
- Intef Pentium® M Processor 750^ 
- Intef? 915GM Express Chipset 

+ Microsoft? Windows® XP Professional 

* 256M8 DDR SDRAM 

* DVD-CDRW Combo Drive 

. 15°(38. toms) TFT with HP Panel 
Protection System 

* Spil-Resistant Keyboard 

+ 60GB (5400 RPM) HOD with HP Mobile 
Data Protection System 

* Integrated Bluetooth® 

NQMB Integrated Cache, 1.86GHz. 

533MHz FS8) 
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HP COMPAQ nc6220 
NOTEBOOK PC 


+ Intel® Pentium® M Processor 740^ 

* Microsott” Windows" XP Professional 

© intel” 915GM Express Chipset 

+ 512MB DDR SDRAM 

* 60GB (5400 RPM) HDD 

© 14.1(35.56ms) TFT with HP Panel 
Protection System 

* Weighs just 2.15 Kgs” 

* Integrated 802 1 1b/g Wireless 

* Integrated Bluetooth® 

© 10/10/1000 Gigabit NIC/S6K Modem 

N2MB Integrated Cache, 1.73GHz, 

533MHz FSB) 
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HP COMPAQ TABLET 
PC 1c4200 


+ Inte Centrino™ Mobile Technology 
- Intel® Pentium® M Processor 740^ 
- Intel® 915GM Express Chipset 
- Intel® 802.11 b/g Wireless Lan 

© Microsoft® Windows® XP Pro 
Tablet PC Edition 

+ 256MB DDR SDRAM 

* 40GB HDD with HP Mobile Data 
Protection System 

LI 12.1*(30.7ems) XGA TFT with WVA 

* Integrated Bluetooth" 

* 10/100/1000 Gigabit NIC/56K Modem 

N 2MB Integrated Cache, 1.7GHz 

533MHz FSB) 










SMART ADVICE 


Choose from this HP Compaq Notebook PC 
range before 31st July 2005 and 
avail special prices. Hurry. 






SMART TECHNOLOGY 


Talk 3030 4499 (from mobile) or 
1600-444999 (from MTNL/BSNL lines) 
Shop www.hp.com.sg/smartoffice 
Contact contact@hp.com 
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ALL THE IMPORTANT 
DECISION- MAKERS 


IN THE COMPANY 
ARE IN THIS ROOM. 


FIRST, LET'S 
MAKE DECISIONS 
ABOUT PROJECT 
OPAL. 


NO LITTLE PEOPLE 
ARE ALLOUJED BECAUSE 
WE'LL BE MAKING 
IMPORTANT STRATEGY 
DECISIONS. 





DOES ANYONE KNOW 
WHAT THE PROJECT 
IS OR WHAT WE 
NEED TO DECIDE? 





E 1 = (es 
Wired and mobile: And lapping it up 
HAND-HELDp> 


The 450,000 
Boom 


NDIA COULD SOON BE A HALF-A-MILLION- 
| a-year laptop market if reports put 
Out by IDC are to be believed. Reduc- 
tion in excise and customs duties and 
the education boom, reckons Rajeev 
Grover, Country Manager, Consumer 
Portables, Hewlett Packard, are the 
reasons for the boom. 

KUSHAN MITRA 


INDIANS ARE BUYING MORE LAPTOPS 


2001-02 37,700 
2002-03 55,200 
2003-04 102,800 
2004-04 221,400 
2005-06 450,000* 
* Estimated: figures are laptop sales in units. Source: 10C 
THE LAPTOP-DESKTOP RATIO IS 
BECOMING HEALTHY 
2001-02 1:53 
MY EXECUTIVE 2002-03 1:40 
INTUITION TELLS ME ONE OF YOUR PROJECTS. 2003-04 1:26 
WE SHOULD CUT THE IT’S NAMED AFTER 2004-05 1:15 
BUDGET BY 10%. YOUR DAUGHTER. 2005-06 1:11* 
~ Estimated; figures are ratio of laptops sold to desktops. 
Source: IDC 
PRICES OF LAPTOPS ARE HEADED-SOUTH 
2001-02 80,000 
2002-03 70,000 
2003-04 50,000 
2004-05 30,000 


UJAIT...A NEW 
INTUITION IS 
COMING IN NOW... 
IT SAYS TO INCREASE 
THE BUDGET. 
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THOSE 
MEETINGS 





Prices for an -level laptop with an Intel processor and a 
Wadous iq 


MOST LAPTOPS ARE BOUGHT IN THE 
RS 70,000-80,000 RANGE 


Up to Rs 50,000 9 
Rs 50,001-60,000 11 
Rs 60,001-70,000 12 
Rs 70,001-80,000 33 
Rs 80,001-90,000 1 
Rs 90,001-100,000 10 
Above Rs 100,001 23 
i eaa 
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{ *5300 State Bank ATMs in India * 8,20,000 ATMs around the world * 57,000 establishments in India * 7 million establishments around the world 


* No more carrying Travellers' Cheques or Dollar Cash * Withdraw in local foreign currency from ATMs abroad * Risk-free use of your 
bank account with secure pin system * Automatic debit to your account * No interest, no bills * Card can also be used in India 






Call at Toll Free No. 1600 112211* 









email at sbicashplus@vsnl.net it Ezr ' d U rin TH 
Js PU cI Ue 
For 24x7 help line by STD number from b bd e 
any where/any phone 0124-2435141 " 





*from selected cities 


Dt cover story 


In 10 days, Chairman 
Venugopal Dhoot 
has transformed 
Videocon from a 

Rs 7,200 crore Indian 
company to a Rs 
17,500 crore global 
one without 
spending a rupee. 
That was the easy 
part. BY SHAILESH DOBHAI 





OR A MAN WHO CLAIMS HE CAN EARN HIS 

livelihood by playing the flute—he is a 

trained flautist—53-year-old Venugopal 

Dhoot, Chairman of the Videocon Group, 

has quite an ambition, to head a global 

business empire. He played this out to 
perfection last fortnight. First, on June 28, Videocon 
sewed up the euro 240-million (Rs 1,248 crore) 
acquisition of French media and electronics major 
Thomson sa’s Colour Picture Tube (CPT) and CPT 
glass business across China, Poland and Mexico (the 
company had acquired Thomson’s Italian CPT plant a 
month ago, in a separate $100-million or Rs 440-crore 
deal). Then, on July 7, it announced the much-antici- 
pated takeover of Swedish white goods major AB 
Electrolux's loss making Indian operations, Electrolux 
Kelvinator Limited (EKL). 

With the two deals (see The Tale Of Two Deals) 
Dhoot has broken into the rarefied reaches of India 
Inc., hitherto the preserve of Old Money like the 
Birlas, Tatas and Ambanis or new-age upstarts such as 
K. Anji Reddy and N.R. Narayana Murthy. That 
should give the son of a sugar-mill owner from 
Gangapur in Maharashtra some satisfaction. Videocon 
and Dhoot have been around in public conscious- 
ness since 1987 (that was the year Videocon 
International, the consumer electronics firm was 
born), but neither has received the kind of respect 
groups of that size and individuals heading such com- 
panies do. The group's success in consumer elec- 
tronics and appliances has always been attributed 
to such things as price or dealer-incentives and 
Dhoot, despite his track record at running Videocon 
and sterling connections (Finance Minister 
P. Chidambaram, Railways Minister Laloo Prasad 
Yadav and Civil Aviation Minister Praful Patel were 
all present at the party he threw to celebrate the 
Thomson deal) has always been seen as a bit of an out- 
sider in Mumbai's business circles. 


DHOOT's GAMBLE 


@ Global scale will give him an edge in the 
low-cost, low-tech, high-volume Colour 
Picture Tube (CPT) market 


@ Prospecting oil and gas in countries Western 
firms won't touch will prove profitable 


@ Sourcing contracts from partners such 
as AB Electrolux will boost manufacturing 
volumes, reducing cost 


The Thomson and Electrolux deals should change 
some of that. The Videocon Group has suddenly 
become a Rs 17,500-crore entity with a global manu- 
facturing footprint. And Dhoot, who has spent noth- 
ing on the deals, (see Deal Mechanics) is increasingly 
being seen as a finance whiz. “I like what he’s achieved 
with Thomson and Electrolux,” says Lakshmi Mittal 
of Mittal Steel, a close friend and advisor. “ Videocon 
has today emerged as a strong player, both in India and 
globally.” Indeed, Videocon’s global crt capacity of 
19-million-units-a-year compares favourably with 
LG-Philips Display's 38 million, Samsung’s 32 million 
and Matsushita’s 12 million. And in the Rs 20,000- 
crore Indian consumer electronics and appliances 
market, Videocon has held its own against the Koreans, 
thanks largely to a multi-brand strategy that should 
now get a fillip with the acquisition of licensing rights 
to Electrolux, Allwyn and Kelvinator brands. 

With contracts worth $300 million (Rs 1,320 
crore, and this is Electrolux’s estimate; Dhoot claims 
it is much higher at Rs 6,000 crore a year) for the 
supply of components, even finished products, to AB 
Electrolux, Videocon looks all set to thrive. And 
buoyed by a hugely successful domestic oil and gas 
business that has become a cash cow for Videocon, 
Dhoot has taken the global plunge, bagging and 
hunting for exploration and production rights as 
far as Sudan, Jordan, Yemen, Ukraine and Niger 
(see The Oil & Gas Story). Yet, there is much that can 
go wrong with Dhoot's global gamble. 

There are three things that Dhoot seems to be 
gambling on: that the sourcing contracts from 
Electrolux will provide a steady revenue stream and 
shore up the topline; that the benefits of scale will help 
him compete in the commoditised CPT market and that 
CPTs themselves will be around for the 10-15 years he 
expects them to be; and that prospecting oil in global 
pariah-states such as Sudan (where Western companies 
fear to tread) will pay-off. 





RISKY BUSINESS 


@ Competition in the global CPT market, 
especially from integrated players such as 
LG-Philips, Samsung and Matsushita is intense 


@ Rapid adoption of LCD technologies can kill the CPT 
market sooner than the 10-15 years Dhoot envisages 


@ Sourcing contracts from AB Electrolux are not assured 


@ Prospecting oil and gas in Sudan, Jordan and Yemen 
is rife with political risks 
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In 10 days sales has more than doubled with 
more than half coming from global operations... 
BEFORE ACQUISITIONS 


Eagle Electronics (Thomson CPT)® 57.09 
5N Videocon International 22.85 - 





* Source: i 
E 





spore 





„and nthe group now has a manufacturing footprint 
across four. continents. 


COUNTRY — FACILITY/INTEREST | INVESTMENT 
iym 12 consumer electronics and — — Videocon's own plants 
p INDIA appliances plants; CPT glass plus 3 Electrolux plants 


illion CPTs 
Nicci compressor plant $100 million 


T B own 
Four mien CP's; four milion Part of euro 240 million 
mum CPT glass shells Thomson SA deal 


ny 10-million CPTs Fart of 20 milio a 






CEN com 





SS SOUTH Consumer  durables/electronics 
ZEN AFRICA New plant comine up S00 milion 
yes. re 
DAN Prospecting one oil & gas field — $100 million* 






> Foe 
Foran Prospecting tour oil & gas fields $80 milon* 


* Money committed to these projects : 
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SOUMIK KAR 


Simple Man, Simple Models 

“On a recent visit of the Italian President to Rashtrapati 
Bhavan, our President (Abdul Kalam) pointed to me 
that I was perhaps standing on the wrong side of the 
table, with the Italian business delegates," grins Dhoot. 
"The fact was, for this meeting, I was introduced as an 
Italian, not an Indian businessman." (Dhoot has con- 
siderable interests in Italy). “When I recently met the 
Prime Minister, I briefed him that during his upcoming 
trip to China he can avoid the same mistake, for in 
Beijing, I will be introduced as a Chinese entrepreneur." 
Dhoot has interests in China too. 

The anecdote itself may be apocryphal, but there is 
adequate proof that Dhoot has fully bought into the 
global business mindset. Ask him why, if the aim was 
to vertically integrate Videocon's 17-million-units-a-year 
CPT glass business into a CPT manufacturing facility, he 
did not look for an acquisition in India (there are 
enough companies, such as Hotline, Samtel or Jct) and 
pat comes the answer, “Since all companies are family- 
owned in India, acquisitions are problematic. Globally 
it was easy, as Thomson is run by professionals.” 

Then, and Dhoot understands this all too well, 
the Thomson acquisition has positioned Videocon 
with global heavyweights in the 15 1-million-units-a-year 
worldwide crt market, not in terms of just capacities, 
but also R&D capabilities, one area where an Indian 
acquisition would not have helped. The Thomson 
buyout brings almost 2,000 patents into Videocon’s 
fold, something it can leverage to fight the global dis- 
play battle as the market moves out of CPTs to Liquid 
Crystal Displays (LCD) and Plasma. “Videocon can 
leverage the Thomson buyout to be an aggressive 
price warrior in the CPT market globally, though it 
remains to be seen how it actually plays the game,” says 
Ravinder Zutshi, Deputy Managing Director of the 
Rs 4,900-crore Samsung Electronics India. 

“He is a simple man who conducts business based 
on simple models that he constructs in his mind,” 
says Vallabh Bhansali, Chairman, Enam Financial 





THE TALE OF TWO DEALS 


N NOVEMBER 2004, WHEN VIDEOCON ENTERED THE RACE FOR THE COLOUR 

| picture tubes manufacturing capacity (19 million units a year 
across four plants in Europe, Asia and North America) of 
Thomson SA, not too many people gave the company a chance 
against the likes of LG-Philips Display, Samsung and Matsushita. 
Yet, not just has CMD Venugopal Dhoot pulled off the deal, he has 
done so on terms that are favourable to his company. "The word is 
out in the world that India and Indian companies are not just a good 
Í bet by themselves, but also a hedge against China.” Fine, but 
surely, Thomson SA is likely to have looked at the right price, not 
just a feel-good notion about the units it was selling off being 
able to stand up to the might of Chinese competitors? Fact is, Dhoot 
agreed to pay the asking price of euro 240 million (Rs 1,248 






KALYAN CHAKRAVORTY 


crore) without batting an eyelid (and net of cash and debt, which It's a deal: Dhoot (L) with Thomson SA 4 


Chairman Frank Dangeard 
continue to be Thomson's); the deal was completed through a f à 


special purpose vehicle, Eagle Electronics. Then, he managed to sell 
his oil and gas story to Thomson as a great investment. Sure 
enough, after a due diligence study by UBS, Thomson agreed to 
invest $295 million (Rs 1,298 crore) in Videocon Industries for a 15 
per cent stake. The Electrolux deal was struck pretty much the same 
way; in return for taking over the company's 91.85 per cent stake in 
its loss making Indian subsidiary (losses as of December 2005: 
Rs 118 crore), Dhoot got the Swedish major to agree to invest $94 
million (Rs 413.6 crore) in Videocon Industries for around 5 per cent 

Y stake. And since Electrolux wanted to stick to its business of consumer 
products (and not invest in anything else), he agreed to merge 
Videocon International with Videocon Industries. 


DEAL MECHANICS 





Thomson SA CPT euro 240 million 
QUID PRO QUO- Thomson to invest $295-million in 

Videcon Industries, and get a 15 per cent stake in Videocon 
Industries, plus two board seats 





Electrolux AB's 91.85 per cent 
in Electrolux Kelvinator 


QUID PRO QUO: Electrolux to invest $94 million in Videocon 
Industries, and get a 5 per cent stake plus one seat on the board 


Cashless Deal 


ween ne I LILDLLÉLÉliidvll^^l^lV* QALLQ,MIN 


Consultants, an investment banker and a good friend. 
Only, Dhoot has now expanded his horizon. “As 
Indian businesses start to go global, Videocon has 
proved that it is right in front,” adds Mittal. Little 
wonder, then Dhoot’s rationale for the Thomson buy- 
out is simple. *We are the world's lowest cost producer 
of cpr glass and that's what gave us the confidence to 


go in for Thomson." The deal provides a ready market 
for Videocon's 17-million-units-a-year domestic CPT 
glass capacity (under expansion to 24). 

Most of Dhoot's recent moves can be explained as 
simply: with the Electrolux deal, Videocon acquires 
licensing rights to sell a global brand, Electrolux in India; 
it also bags the Kelvinator and Allwyn brands in the 


VIDEOCON IS AMONG THE TOP 3 IN ALL CONSUMER DURABLE CATEGORIES 


COLOUR TELEVISIONS REFRIGERATORS 


Videocon 
Samsung 


Others Others 













Videocon LG 


Whirlpool LG 


Figures are in market share in per cent 


Source: ORG-GfK, Volume marketshare 





WASHING MACHINES MICROWAVE OVENS 


LG Whirlpool Videocon 


Others 





Others 


Videocon Samsung LG 


* Videocon’s brands include Videocon, Sansui, Toshiba, Akai, Electrolux, Kenstar, Hyundai, York (Kelvinator and Allwyn to be relaunched soon); April 2004 to March 2005 
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bargain; and a $94-million (Rs 413.6 crore) investment 
by the Swedish firm in the company more than makes 
up for the Electrolux Kelvinator losses it takes on. 
Then, there's the sourcing contract. 

As for oil, Videocon has had some experience in the 
business, and this is a great time to go shopping. 
"Well, if we don't leverage this huge opportunity in 
countries where Western companies can't or won't go 
in, we are not entrepreneurs then, right?” says Dhoot's 
Man Friday and the financial wizard behind Videocon's 
deals with Thomson and Electrolux, S.K. Shelgikar. 

Dhoot makes it his job to travel and network with 
the powers that be to enable his group access global oil 
and gas markets. Five days before signing the deal for 
EKL, he flew to Amman to meet the King of Jordan, 
whom he had written to for an appointment (he was 
granted an audience). “My sense is that the King 
wants us to be more than just an oil and gas company 
in Jordan," says Dhoot. Though Videocon picked up 
four on-shore oil and gas blocks in Jordan, Dhoot 
says he may even look at putting down manufacturing 
facilities for consumer electronics and appliances in 
Jordan, a move that will strengthen his Africa and 
West Asia East play. After all, it would fit very well with 
his $40-million (Rs 176-crore) manufacturing facility in 


"As Indian businesses start to go global, 
Videocon has proved that it is right in front" 
Lakshmi Mittal/ Chairman & CEO/ Mittal Steel 
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—— 
THE OIL & GAS STORY 


HE BEGINNING OF VIDEOCON'S 
Ts and gas foray can be 

traced back to 1994. “At 
that time we had just done a 
$90-million (Rs 288 crore at 
the then exchange rate) global 
depository receipts (issue) and 
had surplus money," Says 
Venugopal Dhoot, Chairman, 
Videocon Group. Those were 
the pre-NELP (National Explora- 
tion and Licensing Policy) days 
in the hydrocarbon sector and Videocon Bot two blocks for 
$46 million (Rs 147.2 crore then), Rawa in the Krishna 
Godavari basin and another one, KS-OS6. Videocon, 
which has a 25 per cent stake in Rawa (Caim Energy has 
22.5 per cent, ONGC, 40 per cent and Marubeni Oil, 12.5 
per cent), hit pay dirt three years ago with the field (it struck 
oil); today, the company rakes in almost Rs 600 crore a 
year from the field. KS-OS6, a 50: 50 joint venture between 
Cairn Energy and Petrocon India (now amalgamated into 
flagship Videocon Industries), however, proved a drain on 
resources, guzzling almost Rs 150 crore before the com- 
pany decided to surrender it last year. 

Between 1994 and 2001, the group was not very 
aggressive in oil and gas and did not participate in the first 
four rounds of NELP. "It was only in 2001, when global 
oil prices crossed $20 (Rs 940 then) per barrel, that we 
started relooking at the sector,” says Dhoot. The company 
has bid for three blocks under the ongoing NELP V; 
then, there is the global foray into Sudan, Jordan, Yemen, 
Ukraine and Niger. "Our overall philosophy is to get into 
areas not attractive for US companies because of (politi- 
cal and economic) sanctions," says S. Padmanabhan, 
Head of the group's oil and gas business. For these 
countries, an Indian company presents an option (lest they 
have to surrender it all to a Chinese firm). And for firms like 
Videocon, it is too good an entrepreneurial opportunity to 
ignore. The company has already got one offshore block 
in Sudan and four onshore ones in Jordan. 

Videocon lacks exploration and production capabilities 
and doesn't possess even basic 'operator capabilities' 
that prospecting companies do. "We know the business 
now and are looking to build operator capability as well as 
buy into some current oil bearing assets," says 
Padmanabhan. There are reports that it is looking at 
picking up a substantial stake, for over $200 million 
(Rs 880 crore), in its NELP partner Oilex, an Australian 
firm. It is also reported to be looking at buying a few oil 
producing fields in Yemen. “Who'll bail them out in case 
of political trouble in these countries?” questions one oil 
and gas analyst, pointing to the obvious risk. Then, that's 
a risk Dhoot is willing to take. 
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of Videocon Group. He is refe.ring to the Rs 150 crore 

owed to Videocon Power by the Tamil Nadu Electricity 
Board for the proposed 1,050 MW coal-based plant in 
North Chennai, which never got built with the issue going into 
arbitration. Obviously Videocon's disastrous foray into the 
power sector and leasing with Videocon Leasing & Industrial 
Finance Limited (rechristened Videocon Industries) in the early- 
and mid-1990s is something Dhoot would like to forget, espe- 
cially now, in his hour of glory. Still, it is hard to forget that four 
years ago Videocon was a candidate to take over the troubled 
Dabhol Power Corporation. Then, there is the much celebrated 


| DON'T EVEN WANT IT BACK," SAYS VENUGOPAL DHOOT, CHAIRMAN 





Oman and the new Rs 80-crore plant in South Africa. 


The Global Gamble 

"There is money to be made even in ship wrecking. 
Videocon may asset strip Thomson," says an industry 
watcher in India. While that accusation may be a bit far- 
fetched, Dhoot has enough things to worry about. 
Analysts punch holes in Videocon's Thomson buy- 
out, pointing out that CPT technology is on the decline, 
especially in European and American markets where 
Thomson has its facilities. "Globally, almost 89 per cent 
of the display market is still crts, and the market is here 
for at least 15 years,” defends Dhoot. He also points to 
that fact that Thomson factories already run a Plasma 
line and will start making LCD displays within the next 
two years, helping him stay ahead of the technology 
curve. Then, there are the slim cpr displays that most 
CPT majors, much like Videocon-Thomson, are bank- 
ing on; Samsung launched televisions based on this in 
India in the first week of July. 

But what about losses at Thomson? Surely Dhoot 
doesn’t expect it to turn around by merely sending 
cheap glass from India? And even in the domestic 
market, Videocon’s monopoly in CPT glass is under 
threat with Hotline all set to roll out its integrated 
12-million crr glass line at Gwalior by May 2006. 
"We're not afraid of Videocon," says Anil Gupta, 
Chairman, Hotline Group. "By July next year, with an 
integrated CrT-CPT glass line in place, no one will be able 
to compete with us on price." Dhoot claims that 
Thomson crr's losses stem from the high capital cost of 
its Mexican plant (the capital cost component, obvi- 
ously, does not affect him). “As the television market in 
India moves to bigger screen sizes and slims, which no 
one makes here, we can start importing these from our 
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VIDEOCON’S FAILED DIVERSIFICATIONS 
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Rs 5,000-crore Mumbai integrated Special Economic Zone (SEZ) 
project, where Videocon dropped out last year after being 
part of the consortium (comprising Sea King Infrastructure, 
Hiranandani Constructions and Avinash Bhosale Infrastructure) 
that won the bid. “There can be either business partnership 
or friendship,” says Dhoot, on his reasons for quitting the yet- 
to-start-project, leaving it for “good friend” Nikhil Gandhi of Sea 
King Infrastructure. Finally, three years ago, Videocon announ- 
ced a major foray into media and entertainment through 
Videocon Entertainment, with plans for several news channels. 
The project never saw the light of the day. “Frankly, media isn't 
our cup of tea,” says Dhoot. He'd rather be written about. 


global factories," he adds, already looking to the future. 

Videocon's biggest challenge, however, could come 
from closer home, its lack of bench-strength in mana- 
gement. The family is actively involved with the busi- 
ness, with Dhoot’s younger brothers Rajkumar Dhoot, 


"Videocon can leverage the Thomson 
buyout to be a price warrior in the global 
CPT market, though it remains to be seen" 
Ravinder Zutshi/ Deputy MD/ Samsung Electronics India 









Videocon's washing machine plant in Aurangabad: The company has not received the respect a firm its size normally does 


a member of Indian Parliament's upper house and 
Pradeep Dhoot, and son Anirudh Dhoot taking care of 
several parts of the empire. ^He is the entrepreneur, the 
go-getter and the strategist,” says a close business 
associate. “But to run a global business empire he has 
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fv on't leverage this huge opportunity in 
countries where Western companie 
won't go in, we are not entrepreneurs, ric 
S.K. Shelgikar/ Advisor/ Videocon Group 
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to bring in professionals who can become credible 
faces of his diversified global business.” 

Today, all Dhoot can point to in terms of profes 
sionals is Shelgikar, the head of corporate affairs 
Kuldip Drabu, and the head of the group’s oil and gas 
business, S. Padmanabhan. As he turns his attention to 
managing 19 factories across four continents, im cul 
turally diverse environments, the lack of management 
bandwidth could prove a serious handicap. 

Dhoot’s gambit is an opportunistic, risky play. 
Then, the man has always been a gambler of sorts 
(see Videocon’s Failed Diversifications). “Revenues 
from oil and gas have substantially funded Videocon’s 
electronics and durable business for some time now 3 
says Nikhil Vora, Vice President (Research) at Mumbai 
based brokerage sski. His reference is to the fact that had 
Dhoot not gambled on oil and gas and cpT glass shells 
way back in 1994, Videocon would have probably gone 
the way of other Indian consumer electronics firms. 

For all the risks associated with Videocon's global oil 
foray, the fact remains that its international exposure 15 
still limited to just $150 million (Rs 660 crore) currently 
($100 million or Rs 440 crore in Sudan and $50 million 
or Rs 220 crore in Jordan) much less than the $300 mil 
lion (Rs 1,320 crore) of yearly sourcing contracts that the 
company hopes to bag from AB Electrolux. 

With 10 brands in its portfolio, and 19 factories 
globally, Videocon is proof of Dhoot's ability to 
think big. *Dhoot has proved that with strategy 
and fire in the belly, you can achieve much," says 
Mittal. With a global empire to manage, the next 
two years will be a critical period for Dhoot and 
Videocon. The man has established himself as a 
global entrepreneur in his own right. Now, he has 
to prove himself just as global a manager. 


EO, Wipro 


The exit of Vivek Paul, 
Vice Chairman, Wipro 
and CEO, Wipro 
Technologies, makes 

it evident that Premji, 
who owns 84 per cent 
of the company, 

wants things run 

his own way. 

BY VENKATESHA BABU 








































IPRO AND ITS CHARIS- 
matic silver-maned 
chairman Azim H. 
Premji, 59, are no 
strangers to exits. [n 
the past six years, the company has 
seen five vice chairmen leave, with at 
least two boasting public profiles of 
the sort that prompts the original ques- 
tion: What will happen to Wipro now? 
Now that this question is being 
asked again, in the wake of the exit of 
Vivek Paul (it comes soon after the 
exit of Wipro BPo's Raman Roy), the 
energetic 46-year-old American-style 
CEO of Wipro Technologies who built 
the software arm of the company from 
a Rs 1,042-crore middle-weight to a 
Rs 6,075- crore (2004-05 revenues) 
biggie, it is time to answer it. In the long 
term, nothing will happen to Wipro 
that would have anyway not happened. 
Most challenges Wipro faces at this 
point in time (see Wipro's C thallenges) 
are no different from those faced by 
other IT companies of its size and com- 
plexity. “I remember the same questions 
being raised in 1999 when Soota left,” 
laughs Sudeep Banerjee, President 
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(Enterprise Solutions), referring to the 
exit of Ashok Soota, then Vice 
Chairman and the man widely seen as 
having built all of Wipro's technology 
businesses. *What people do not under- 
stand is that Wipro is an institution." 
There's no denying that; yet, Paul's 
exit and the story behind it are worthy 
of being chronicled; they are case studies 
in organisational dynamics that raise 
intriguing questions on the role of a 
CEO in a company almost wholly-owned 
by one promoter. Here, reconstructed 
from interviews with the reticent Premji 
(Business Today was the only maga- 
zine he granted an interview to after 
Paul's exit), Paul, and current and for- 
mer executives, is the true story. 

Paul has always been a high profile 
CEO; over the past two years he became 
the face of Wipro Technologies, even, 
Indian software. That not everyone 
within Wipro liked this is evident. 
*People credit Vivek with things he 
did not do," says Banerjee. “It was a 
team effort." The self-effacing Premji 
may have been uncomfortable with 
the kind of publicity Paul was receiving. 

Bangalore's tech circuit is well aware 
of the intense rivalry between Wipro 
and Infosys; part of Paul's brief, says a 
senior executive at a large competitor, 
was to overtake Infosys. That hasn't 
happened. *When Paul took over in 
1999, I think Infosys was actually 
behind the then combination of Wipro 
Systems and Wipro R&D," says 
V. Chandrasekharan, former President, 
Wipro Technologies (Enterprise) and 
now CEO, Aztec Software. "Since then 
Wipro has fallen behind." 

Paul admits that Wipro is short of 
the 4x4 vision he unveiled when he 
took over ($4 billion or Rs 18,000 
crore in revenues by 2004), but insists 
that this was an evangelical message 
that sought to motivate employees. 
*Except for revenues, all other goals we 
set out to achieve, we did," says Paul. 
*We became a player in the Global 
Top 10 rr services (club) by market 


“On the day 

| joined Wipro, 
I knew | would 
never succeed 
Azim” 

Vivek Paul 


Former Vice Chairman/ Wipro 
and CEO/ Wipro Technologies 


GALORE 









Vivek Paul/ Headed global IT services business July 1999- 
uert ro. Join private equity firm Texas Pacific as Partner June 2005 









Ashok Soota/ Head of IT services 
uert ro: Found MindTree Consulting 


January- 
August 1999 






* 
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— 4 
PS. Pai/ Ran consumer care January 1999- VW | 
ert T0: Retire from Wipro and join Murugappa Group — 2902 %4 


Arun Thiagarajan/ Led domestic technology business 
uert To: Join HP. Currently with WeP as Chairman 


January 1999- 
Sept. 2000 


1 






D.A. Prasanna/ Ran lifesciences and healthcare 
Lert To: Join Manipal Healthcare 


April 2002- 
January 2003 
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WIPRO'S 
CHALLENGES 


To be fair, some of these are 
generic to the industry. 


E The People Challenge 

With over 50,000 employees, Wipro will 
have to build processes that can hire, 
train, deploy and motivate people in bulk 


L The Growth Challenge 

It is easy to grow a $150-million (Rs 
660-crore) company at a CAGR of 28 per 
cent over a five-year period; it is tough to 
grow a $1.5-billion (Rs 6,600-crore) one 


IB The Execution Challenge 
Projects are increasingly becoming 
more complex and often need to be 
Implemented across geographies 


E The Market Challenge 

In terms of pure software services, Wipro 
is #3 after TCS and Infosys, and it faces 
competition from MNCs such as IBM, 
Accenutre, EDS, CSC and Cap Gemini 


Æ The Visibility Challenge 

Paul was the face of Wipro; now that 
he is gone, the company will have to 
find a new public face 





cap(italisation), net income, head 
count, and breadth of service 
offerings.” 

This (Wipro’s inability to catch 
up with Infosys) may have irked 
Premji, as could have the fact that the 
latter’s before-tax profit margins are 
higher than the former’s (33.89 per 
cent as compared to 26.4 per cent in 
2004-05). “Paul was focussed on 
talking about revenues, but Premji 
was more focussed on squeezing out 
profits,” says Sridhar Mitta, a for- 
mer Wipro employee who launched 
the company’s R&D practice and 
now heads incubator e4e Labs. 

Paul is also said to have been 
irritated at the fact that in Wipro’s 
scheme of things, he, the CEO of 
the jewel in the crown, was on an 
equal footing with the heads of 





“WIPRO IS A 
JUGGERNAUT 


here have been some high- 
profile exits in the group, 
including that of the vice-chair- 


T 


man and the head of your BPO busi- 
ness. Is there an organisational 
restructuring happening? 

It is not happening, it has hap- 
pened! You know our new struc- 
ture, Vivek and Raman were good 


leaders. Both contributed 
immensely to Wipro, and then they 
wanted to do something else 
with their lives and careers. 
We respect that. 


Were there organisational and direc- 
tional differences between Vivek Paul 
and other members of the top mana- 
gement? Will Wipro relook at how it 
shares wealth with its employees? 

I really think that the strength of 
Wipro is that we don't have, never 
have had, and never will have a 


employee who now runs his own 
tech firm. “He believes this keeps 
them on their toes." One such turf 
war, the buzz goes, erupted between 
Paul and Suresh Vaswani, President, 
Wipro Infotech. Not just does 





YOU CAN'T STOP" 


bunch of *yes men". All of us dis- 
agree all the time, and that is why 
each one of us has value. Vivek is 
not leaving Wipro because of any 
differences. As I said before, he sees 
the next few years as the next phase 
of his life, where he wants to do 
something different and I think all of 
us should respect that. Please stop 
seeing ghosts where there are none. 

We are constantly relooking at 
every policy, including our com- 
pensation and remuneration poli- 
cies. Having said that, I continue to 
find this *wealth sharing" question 
intriguing when we were the first to 
structure employee stock options in 
1985, and just to quote another 
instance, we (recently) distributed 
Rs 340 crore in the form of 
Restricted Stock Units, which is 
the largest stock grant in the history 
of corporate India. 


Wipro Infotech oversee all ri 
operations in India, West Asia and 
the Asia Pacific, Vaswani also heads 
two of Wipro Technologies’ fastest 
growing verticals, Infrastructure 
Management Services and Software 


Premji is said to have been upset at the fact that | 
Wipro Technologies continued to lag behind Infosys... | 
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other divisions. *Premji likes to 
encourage turf wars among his 
chieftains," says a former Wipro 


Q1 02 
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Growth is year-on-year 
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Will you continue to retain the post of 
CEO (operational head) or is there a 
plan to bring in a new individual? 

I do not intend to run operations. 
That is the job of our business lead- 
ers. What I will continue to do is to 
focus on setting strategic direction, 
on leadership development and, of 
course, meeting customers, which is 
what I have been engaged with for 
several years, if not decades. 

As for the future, obviously I 
have thought through all issues of 
my succession; after all, I will not 
be around for eternity, though 
Wipro will be. 

| can tell you, though, that we 
do structural and succession think- 
ing every year—as a robust and 
tight process—and not just for 
myself, but for about 100 of the top 
leaders in Wipro, and every year 
the lookout horizon is three years; 
and in the next three years we have 
not planned any change. 


Given the overall macro-economic con- 
ditions especially in your major market, 
the US, where is the group headed? 

I think what India has been able to 
do is to drive a disruptive change in 


Testing, reporting directly to Premji. 
*There was dotted-line reporting 
to Vivek for those two service line 
verticals," says Vaswani, brushing 
away this theory. 

Paul and Premji are also said to 


and at the inordinate 
amount of publicity Paul 


PST? Pe ee DEF 
vi era ow : 
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the global rr industry. Global 
delivery is now the structural 
underpinning. And if you look at it 
from that perspective, (there arc) 
tremendous opportunities for com- 
panies like us who have led this 
structural transformation; the new 
structure is just in place, the volume 
shift is happening. Even if there is 
zero growth in tech spending in 
the global markets, companies 
delivering value in the new struc- 
ture will continue to grow. 


Coming back to the succession issue, 
as the single largest shareholder in 
Wipro with an 84 per cent stake, what 
are your succession plans? 

No one has a succession plan as a 
shareholder. You are just a share- 
holder, and the shares pass on to 
your family or to institutions that 
you may want to pass them on to. 
No one should mix up ownership 
with management. 


Do you plan to induct your sons into 
the business? Or will ownership and 
management be two different 
parameters? 

I think that's the right way to view 


have differed on Wipro's M&A stra- 
tegy, with the first preferring 
aggressive big-ticket deals and the 
second advocating a more 
conservative ‘string of pearls’ stra- 
tegy. Then, differences seem to have 


-... Paul, in: 
of the soft 


was getting... | Vaswani, 


it; ownership is different from 
management. | can understand 
your intense curiosity, but the fact 
is that from a structural and suc- 
cession perspective we look every 
year at the top 100 leaders, and we 
have no plan that includes my chil- 
dren. You ask this again because 
you are mixing up ownership with 
management. 


Vivek was widely seen as Wipro’s face 
in key markets like the US and Europe, 
and also as the man responsible for 
Wipro's spectacular growth in the last 
six years. Will his absence hurt Wipro's 
future growth? 

Let me take a cricketing analogy. 
Allan Border led the Aussies from 
strength to strength, and then 
Mark Taylor and then Steve 
Waugh... but if you like cricket 
you equally value the contribu- 
tion of Warne, Hayden, McDer- 
mott, McGrath, Marsh and many 
others; each one of them was 
invaluable. The Aussie juggernaut 
didn't stop when Border retired. 
Wipro is a juggernaut you can't 
stop; we will all miss Vivek, as 
we miss Border. 


risen on Premji's desire to induct his 
elder son Rishad, a Harvard 
Business School alum now with 
Bain & Co., into the company. 
“Stop seeing ghosts where there are 
none,” says Premji. “At this level, no 
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A.L. RAO/ 56/ Chief Operating Officer 


A 25-year veteran of Wipro, the diminutive Rao 
used to head the telecom practice: a follower of 
Sri Sri Ravishankar, his role will largely be 
administrative. Used to report to Paul 







SUDEEP BANERJEE 
45/ President/ Enterprise Solutions 
Another two-decades-and-more vet, his division 
brings in more than half of Wirpo Technologies’ 

revenues. Used to report to Paul 










both 
good times and bad; has been 
with Wipro for 25 years 





SUDIP NANDY 
41/ Chief Strategy Officer 


He is credited with the 


GIRISH PARANJPE 
47/ President/ Finance Solutions 


The rising star who oversees a 


i much-touted ‘string of pearls’ 
Mem (CAGR la MA Lod TK KURIEN : k PRATIK KUMAR A acquisition strategy. Reports 
been made a kind of super-CMO 45/ Managing Director/ Wipro BPO 39/ Executive Vice President/ HR — i; Senapathy on the M&A part 
(Chief Marketing Officer) with CMO Has spent a mere five years in Wipro, The people man, his role will and to Premji, on the strategy one 
Jessie Paul reporting to him but is already seen as another young increasingly become crucial 


executive blessed by Premji 


There are others who report directly to Premji. The list comprises Vineet Agrawal, President, Wipro Consumer Care; Richard Garnick, Chief Executive 
(Americas), Wipro Technologies; P.R. Chandrasekhar, Chief Executive (Europe), Wipro Technologies; Sambuddha Deb. Chief Quality Officer, Wipro Technologies; and 
Anurag Behar, Managing Director, Wipro Fluid Power 


Q&A: VIVEK PAUL 


“ If you own 84 per cent of the company, 
you would want to run it ” 


Why now? 
Why not? (laughs) This is as good a time as any! | am just 46 and 
à pretty young. After a six-year successful stint, it was time for me to 


move on, do new things. Wipro is in great shape, everything is 
humming along, there is great momentum. | am proud of the things 
we have achieved at Wipro. 


You have talked about ‘push and pull factors’ as the reasons behind 
quitting. While the pull factor (the challenge of a new job) is obvious, 
what were the push ones ? 

Again, too much is being read into it... 


Were there any differences of opinion between you and Azim Premji 
on organisational and directional issues? 
| am not saying there were no differences. Between two 
individuals there are always differences. See 
(pauses)... the day | walked into (Wipro) | knew | 
would never succeed Azim. If you have $14 billion 
(Rs 61,600 crore) of your wealth invested (into 
the company) and hold 84 per cent, obviously 
you (read: Premji) would want to run the 
company in a manner you would like. 
Eventually you would like your children to 
know about the business. It would only be 
reasonable that at some point he would like 
to bring (them in)... But if you are asking 
whether that was the reason I left, no. People 
at these levels don't leave because you are not 
feeling good about something or that you are irritated. 
It is because | wanted to do different things. 





















one leaves for such reasons," adds Paul. 

With Paul out, almost all senior executives 
report directly to Premji. That's pretty different 
from how things work at TCs; Chairman Ratan 
Tata is content to allow ceo S. Ramadorai 
run the place. As it is from Infosys where the 
hierarchy is pretty well laid out (the CEO, 
again, gets to do his own thing, but there are 
four levels within the board itself) *There are 
no plans to hire a replacement for Paul," says 
Pratik Kumar, Executive Vice President (HR), 
Wipro, claiming he was deluged with calls 
from headhunters offering potential 
replacements once Paul announced his depar- 
ture. "Though A.L. Rao has been appointed 
COO, all of them (senior executives) are peers." 
"There is certainly a need for a CEO, whoever 
it may be," counters Mitta. "Amorphous lead- 
ership is not good for Wipro." 

Then, Wipro Technologies has always 
had a CEO whose job it has been to draft 
strategy blueprints, integrate offerings from 
business units and present a single face to 
customers. His name is Azim Premji. £m 

ADDITIONAL REPORTING BY 
RAHUL SACHITANAND 





INTRODUCING INDIA'S FIRST 
FUND 





Introducing Magnum COMMA fund, a first of its kind open-ended equity scheme investing in the 
stocks of commodity based companies. These include a wide spectrum of companies engaged in 
Oil (Petrochemicals, Power, Gas), Metals (Zinc, Copper, Aluminium, Bullion, Silver), Materials (Paper, Jute, Cement) 
and Agriculture (Sugar, Edible oil, Soya, Tea, Fertilizers). Commodities follow the basic economic principle of 
demand and supply. When demand exceeds supply due to capacity constraints, prices move up and profits 
surge, providing you with an enormous opportunity! 


MAGNUM NEW FUND OFFER CLOSES ON 25 JULY, 2005 


COMMA | 


t geen nce eau porene mesna — Call : 1600 22 30:40 00 


e Launch Date - 30th June 2005 e NFO Period - 30th June 2005 - 25th July 2005 
* Minimum Investment - Rs. 5000 and in multiples of Rs.1000 © Dividend and Growth options SBI MUTUAL FUND 
available e Re-investment and payout facility available e Tax-free dividends to the investor A pa rtner for life. 





Scheme classification: Open-ended growth scheme. Investment objective; To generate opportunities for growth along wilh possibility of consistent returns 
by investing predominantly in a portfolio of stocks of companies engaged in the commodity business within the following sectors - Oil& Gas, Metals, Materials & 
Agriculture and in debt & money market instruments. Asset allocation: Atleast 65% of investments would be in Equities and equity related instruments of 
commodity based companies, upto 10% in Foreign Securities/ADR/GDR and not more than 30% in Debt and Money market instruments. Highlights - Load 
Structure (For NFO).Entry Load: Nil, Exit Load: For investments below Rs. 5 crores - a) 2% for exit within 6 months from the date of reopening of the scheme 
b) 1% for exit after 6 months but within 12 months from the date of reopening of the scheme. For investments of Rs. 5 crores and above 1% for exit within 3 
months from the date of reopening of the scheme (On an ongoing basis).Minimum investment: Rs. 5000 and in multiples of Rs. 1000.Dividend & Growth options 
available. Sale & Repurchase at NAV related prices on all business days after the scheme goes open-ended. Scheme specific risk factors: Magnum COMMA 
Fund will be investing in predominantly in stocks of commodity based companies. Commodity prices normally have a tendency to have sharp uptrend in price 
movements followed by long period of downtrend in prices during which periods the schemes performance could be impacted. Asset Management Company: | 
SBI Funds Management Pvt. Ltd.(A joint venture between SBI & Société Genéralé Asset Management), 191, Maker Towers 'E', Cuffe Parade, Mumbai -400 005 
Tel: 91 22 2218 0221-27. E-mail: partnerforlife@sbimf.com. Visit www.sbimf.com. Trustee: SBI Mutual Fund Trustee Company Pvt. Ltd. Statutory Details: SB! 
Mutual Fund has been set up as a trust under The Indian Trusts Act, 1882. A copy of the offer document and key information memorandum along with the 
application form may be obtained from our ISC's, ISD's, SBI MF Corporate Office, SBI MF agents or can be downloaded from our websita -www.sbimf.com.Risk 
Factors: Mutual funds and securities investments are subject to market risks and there is no assurance or guarantee that the objective of the mutual fund will 
- be achieved, As with any other investment in securities, the NAV of the Magnums issued under the schemes can go up or down depending on the factors and 
forces affecting the securities market. Past performance of the sponsor/AMC/Mutual Fund does not indicate the future performance of the schemes of the Mutual 
Fund; Magnum COMMA Fund is only the name of the scheme and does not, in any manner indicate either the quality of the scheme or its future prospects 
or returns. State Bank of India, the sponsor is not responsible or liable for any loss resulting from the operation of the schemes beyond the initial contribution 
made by it of an amount of Rs. 5 lakhs towards setting up of the mutual fund. Please read offer document of the scheme carefully before investing. 
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I Dt telecom 


. How Rajeev 
. Chandrasekhar 
Got His Groove 


PS: But only after 
he decided to let go 
BPL Communications. 
Now for that messy 
fight with his 
father-in-law. 

BY KRISHNA GOPALAN 













ONE OF RAJEEV CHANDRASEKHAR'S 
detractors—the list includes his 
father-in-law T.P.G. Nambiar, 
who accuses him of wrongfully 
wresting control of BPI 
Communications, investors such 
as Actis (formerly CDC), who 
have issues with the way he ope- 
rates, and investment bankers who have sniffed around 
and walked away claiming that no buyer would be 
interested in a BPL Communications in which the man has 
a residual minority stake—would accuse him of stu- 
pidity. After all, the 40-year-old once worked for tech- 
nology blue-blood Intel before marrying into the BPI 
Group (his wife is TPG's daughter Anju) and taking it into 

the telecommunications space. 
Chandrasekhar is also no stranger to greatness. For 
a while, Be. Mobile Communications and BPL Mobile 
Cellular, the two telcos that come under the BPI 
Communications umbrella (the first operates in Mumbai; 
the second in Maharashtra, Tamil Nadu, and Kerala) 
were among India’s hottest firms, and Chandrasekhar 
and Sunil Mittal, CEO, Bharti Tele-Ventures, now India’s 
largest mobile telephony firm, were Indian telecom’s 
original glimmer twins. Then, every thing went to pieces: 
a proposed merger of BPI with the Birla-Tata-AT&T 
combine (since christened Idea Cellular) fell through; 
some investors dragged Chandrasekhar to court; two for- 
eign partners, France Telecom and AT&T Wireless exited; 
the company inexplicably chose to sit out the bids for the 
fourth cellular licences (this would have enabled it to 
enter new markets); and TPG, the patriarch of the BPI 
Group, alleged that Chandrasekhar had wrested control 
of the mobile telephony business through unfair means. 
In some ways, it is a measure of Chandrasekhar’s 
intelligence that he is willing to abandon his and his com- 
pany's pursuit of greatness—BP! has a less-than-five 
per cent share of a market dominated by biggies such as 
i Bharti, Reliance Infocomm, BSNL, and Hutch—for a 
price that will benefit all shareholders (as its single 





Essar Chairman Shashi (L) and Vice Chairman Ravi Ruia 
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largest shareholder, he will gain 
too; see Who Owns What). “I am 
flexible in terms of how much Iam 
willing to divest,” he says. That 
could even be his entire stake, any- 
thing between 36 per cent and 37 
per cent, according to estimates 
available with this magazine. 

All Chandrasekhar is willing 
to divulge is that together, he, 
ICICI Bank and others hold a 72.32 
per cent in BPL Communications 
and that companies controlled by 
TPG do 7.25 per cent. In October 
2004, around the time TPG wrote 
to the Company Law Board (CLB) 
about Chandrasekhar's alleged 
infractions, the latter's camp 
claimed TPG owned 13.27 per cent 
of the company. Between then 
and now, BPL Communications has 
had a rights issue to which TPG 
and the foreign shareholders (they 
held a 37.4 per cent stake in the 
company in October) have not 
subscribed. For the record, in 
October, the TPG camp claimed 
that companies controlled by TPG 
held a 30.18 per cent stake in BPL 
Communications. 

On May 11 this year, the cLB 
dismissed Nambiar's petition 
requesting it to restrain the sale 
of any stake in BPL Commu- 
nications, paving the way for 
Chandrasekhar to go ahead with 
his search for a strategic investor, as 
he chooses to term it, or a buyer, as 
most investment bankers do. The 
main petition is slated to be heard 
around the time this magazine goes 
to press. “I do not want to disre- 
spect someone older (than me, but) 
. there is no merit in his allegations," 
says Chandrasekhar. TPG declined 
to comment on the issue since it 
was “sub judice". 


What Is It Worth 

BPL Communications, the buzz on 
deal street goes, has been in play 
some time. From global telcos such 
as Sistema, Vodafone and Orascom 
to Indian firms such as Essar 
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Teleholdings Limited (tru), every- 
one is said to have looked at BPL. 
"Everyone who is interested in 
Indian telecom is talking to us," 
says Chandrasekhar, not a little 
cryptically. 

Investment bankers in the know 
put BPL Communication's enter- 
prise value at around $1 billion 
(Rs 4,400 crore), a number that 
Chandrasekhar confirms. A little 
less than half that number (Rs 2,000 
crore) is accounted for by debt. 
Going by the current valuation of 
Bharti Tele-Ventures (market capi- 
talisation of Rs 44,750 crore 
on July 7 and 12.25 million subs- 
cribers as on June 30, 2005), BPL 
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Communications, with 2.6 million 
subscribers, should be worth just 
under Rs 10,000 crore; investment 
bankers say the actual valuation 
would be closer to Rs 4,000 crore 
given the company's limited reach 
and track record. Together, BPL 
Communication's two subsidiaries, 
BPL Mobile Communications and 
BPL Mobile Cellular, boast revenues 
of Rs 1,012 crore. 

In some ways, the BPL deal is 
pretty straightforward: a small telco 
with just over 2.6 million subscribers 
realising that it cannot really com- 
pete with larger telcos boasting all 
the accompanying benefits of scale 
and money-power. “It will be diffi- 
cult for them to scale up and to 
that extent, a strategic investor is 
required. Besides, a pan-India pre- 
sence is important for any opera- 
tor," says a telecom analyst at a for- 
eign brokerage . 

In other ways, it (the deal) is 
anything but. For one, the share- 
holding pattern of BP. Communi- 
cations is the subject of debate, 
conjecture and a petition before 
the CLB. For another, Chandra- 
sekhar and foreign investors in 
the company have rarely seen eye 
to eye. For instance, when BPL 
Communications announced its 
merger with the Birla-Tata-AT&T 
combine, Actis (then CDC) went 
to court to scotch the deal on the 
grounds that its approval had 
not been sought before the 
announcement. 

That is just the kind of red flag 
potential investors hate. *There is 
complete unanimity on bringing in 
a strategic partner," says Chan- 
drasekhar, insisting that his rela- 
tionship with the foreign investors is 
much better today. 

Will these investors exit as part of 
the deal? No one is saying anything. 
While Actis declined to comment 
stating that the matter was sub-judice, 
none of the other foreign investors 
responded to queries from BT. 

Investment bankers are not 


gameplan for telecom? That is a 

question that has confounded 
analysts, competitors and commen- 
tators alike. Circa July 2005, it is 
evident that apart from its much- 
talked about joint venture with 
Hutch, Hutchison Essar, the group is 
quite serious about an independent 
foray into telecom. Essar's telecom 
plans segue neatly into Hutch's 
own. Earlier this year, for instance, 
Essar Spacetel applied for licences to 
provide telephony services in seven 
circles; Hutchison Essar does not 
have a presence in these seven. Put 
together, Hutchison's operations in 
13 circles, and Essar Spacetel's pro- 
posed ones in seven, will give the 
two companies a presence in 20 of 
the country's 23 circles. Significantly, 
the three circles where they do not 
have a presence are the three where 
pet Mobile Cellular does— 
Maharashtra, Tamil Nadu, and 
Kerala. Put together with Essar 


al UST WHAT IS THE ESSAR GROUP'S 


' Teleholding's (ETHL) stake in BPL 


Mobile Communications (it operates 
in Mumbai), the picture appears to 
be one of two partners sewing up the 
Indian telecom market. The buzz in 
telecom circles is that, at some point 
in the future, Essar Spacetel will be 
merged with Hutchison Essar. The 
exact logic for Hutchison Essar not 
bidding for the new licences then 
remains unclear, especially given the 
fact that the company is in the run-up 
to an initial public offering. “We see 


. telecom as a growing sector and will 


continue to look at investment 
opportunities," says Vikash Saraf, 
CEO, ETHL. If Essar does manage to 


sanguine about BPL's prospects of 
attracting a strategic partner. “It is a 
complicated structure and there are 
too many people involved," says one. 
Chandrasekhar, who earlier this year 
retained i-bank J.M. Morgan Stanley 
to find a strategic partner, remains 
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acquire part or all of BPL, it would be 
interesting to see how the deal is 
structured given regulatory constraints 
about the same company owing two 
operators offering services in the 


confident that he can find one, an 
Indian telco, a foreign telco seeking to 
enter the Indian market, or one or 
several financial investors. 


Leader Of The Pack 
As this magazine goes to press, ETHI 


wT 


Circles Of 
Operation 


Maharashtra, 
Tamil Nadu, Kerala 


Delhi, Mumbai, Kolkata, Chennai, 
i jarat, Punjab, 


; AP Karnataka, Guja 
GE Haryana, UP (W), UP (E), 
HUTCHISON ESSAR Rajasthan, West 


Bengal & 
Andaman & Nicobar 


Orissa, ME Assam, North-East, 
Bihar, J&K, Himachal Pradesh 


same circle. Still, for a group that 
sold a majority stake in the presti- 
gious Delhi circle to Hutch in the 
1990s, Essar has come a long way 
in the Indian telecom space. 


has emerged the frontrunner in the 
race for part, or all of BPL Com- 
munications. The company already 
has a 30.42 per cent stake in 
Hutchison-Essar (recently increased 
from 26.99 per cent ) and, late last 
year, acquired a 9.99 per cent stake 
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in BPL Mobile Communications 
from France Telecom; the latter 
held a 26 per cent stake; the 
remaining 16.01 per cent went to 
Asia Pacific Systems, a foreign 
investor that no one seems to know 
too much about with the general 
consensus in investment banking 
circles being that it is probably an 
offshore company holding the 
stake on behalf of an Indian firm 
that doesn't want to be associated 
with the deal for fear of attracting 
regulatory ire. 

That number (9.99 per cent) is 
significant because the current regu- 
latory regime states that a company 
with a stake higher than 10 per 
cent in a telco offering services in a 
circle can have, at the most, a 9.99 
per cent stake in another telco 
operating in the same circle. Thus, 
although Vikash Saraf, cro, ETHL, 
admits "discussions have taken 
place" (he adds that *no agreement 
has been reached") he is silent on 
how the company hopes to deal 
with the ‘intra-circle’ issue. Even 
if Essar decides to use a vehicle 
other than ETHL for the acquisi- 
tion, it would run into problems. 
For instance, Idea Cellular's deal to 
sell 47.7 per cent stake to the 
Singapore Technologies Telemedia 
GTT)-Telekom Malaysia combine 
was rejected by the government 
since STT is a 100 per cent sub- 
sidiary of Temasek that owns a 65 
per cent stake in Singapore 
Telecom, which, in turn, holds a 30 
per cent stake in Bharti which 
operates in the same circles as Idea. 
Still, there is no denying the fact 
that BPL Communications would 
fit neatly into the greater 
Hutchison-Essar, ETHL, Essar game- 
plan (see The Essar Gameplan). 


Business As Usual 

Deal or no deal, Chandrasekhar 
says BPL Communications will invest 
Rs 675 crore in the two cel- 
lular operations by March 2006. 
The money, he says, will come 
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completely from internal accruals, 
“In 2004-05 we had an EBITDA of 
Rs 407 crore,” he adds, touting the 
healthy operating profit as sign of 
the company’s well-being. The dec- 
ision to carry on with business as 
usual, while trying to strike a deal 
comes from experience. Between 
2001, when the Mou (memorandum 
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* As of June 30, 2005 


of understanding) for the merger 
of BPL Communications with the 
Birla-Tata-AT&T combine was 
signed and 2003, when it finally 
became evident that the deal had 
fallen through, BPL did not make 
any significant investments in its 
operations. *There was no fund- 
raising during this period," says 


Res Sh te SP Beil 


Chandrasekhar. “Nor did we bid 
for the fourth operator licence 
anywhere.” 

The results of that strategic 
inertia are evident . In June 2001, 
BPL boasted 150,000 subscribers 
in Maharashtra as compared to 
market leader Birla-Tata-AT& T's 
167,000. Today, BPL has just under 
560,000, while Idea Cellular has 
1.43 million. Even late entrants 
such as Bharti and BSNL have 
forged ahead of the company. 

The story of declining market 
shares has been played out across all 
circles where BPL operates with the 
exception of Mumbai, where it has 
been able to hold its own. Even 
here, however, BPL Mobile has lost 
some ground. It was marginally 
ahead of Hutch at the end of June 
2002. It had 5.08 lakh subscribers 
then, while Hutch had 5.03 lakh. 
Today, Hutch boasts 1.53 million 
subscribers in Mumbai, while pp 
has 1.24 million. 

Chandrasekhar rues the fact 
that the merger did not go 
through. Had it gone through, he 
may have well been the CEO of a 
telco as large as Bharti and, given 
the fact that Chandrasekhar was 
already speaking of an initial pub- 
lic offering for the merged entity, 
as valuable. *It is important to 
learn from your mistakes but the 
objective for me has been to focus 
on tomorrow. There is no ques- 
tion of being bitter," says 
Chandrasekhar who claims there 
is no bitterness on his part 
towards foreign investors who 
were partly responsible for the 
failure of the merger. 

That, though, is in the past. 
Today, Chandrasekhar is focussed 
on finding an investor, even a 
buyer. And this time around, he is 
clear he will not insist on mana- 
ging BPL Communications. *I will 
do what is good for the com- 
pany,” he says. “I want a partner 
who can take the business fur- 
ther." That's smart. m 
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Mes adhya Pradesh has been a land of paradoxes. 
de Mr? with rich resources, this heartland 
Pat tall-gash Nu of the country had lagged behind in the race 


to economic development. Finally, the state is now 
realising its true potential and coming into its own as 
-. an industrial destination and a forerunner amongst the 
developing states of India. The state is witnessing a 
new business climate. A climate of change, A strategic 
location, a rich cultural heritage, an excellent quality of 
life, a thriving industrial base, peaceful labor force, 
and a progressive & investor friendly government, All 
SH ~~). this, and you have the MP advantage. 

í . According to O P Rawat, Principal Secretary to the 
Chief Minister & Public Relations, "MP is richly 
endowed with immense potential for all round devel- 
<5) opment. It needs specific area oriented investment in 
PSU areas like agriculture, HRD and infrastructure." 

In MP, it is the government drive that is opening up 
business opportunities. It is a government that is not 
just investor-friendly but a government that means 
business. Remedies have been initiated by the govern- 
ment after understanding the root causes of various sit- 
uations. Clearly, the need of the hour is reforms. And 
clearly, the target of the state is aggressive reforms. For 
the first time, revolutionary steps such as drastic down- 
sizing of the government have been initiated to trans- 
form it into a transparent body. There is a reduction in 
government controls in every sphere. Path-breaking 
policies are the norms of the day. In creating value, par- 
ticularly in business, the present government is contin- 
uously striving to do more. 

The state today boasts of a Rs. 37,000 crore flour- 
ishing industry, with diversified industries. MP is 
emerging as a major auto manufactur- 
ing base, the largest soya processing 
. hub in India, a hub for FMCG con- 
sumer products and for pharma- 
ceutical and herbal products. 
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Pradesh - 


the dawn of a new beginning 


Raghav Chandra, MD, MP State Industrial 
Development Corporation says that MP has perhaps 
never before witnessed such a strong investor interest. 
The main reason for this are the upgradation of the 
infrastructure, changes in the industrial policy and the 
reorganisation of MP's intrinsic strengths - abundant 
land at low cost, zero labour unrest and high value, low 
cost to company living. 

Connectivity is advancement and the key to devel- 
opment. And connectivity is MP's strength. Khushi 
Ram, Commissioner MP Government says that MP is 
à state rich in natural wealth and a lot of potential. We 
are developing a good network of roads to promote 
that potential. 

MP presents a fine and unique blend of the cultural 
heritage of Hinduism, Buddhism, Jainism and Islam. 
Dotted with exquisitely carved temples, monuments, 
stupas, forts and palaces, the state also has a rich diver- 
sity in terms of natural beauty. Spectacular mountain 
ranges, meandering rivers and miles and miles of dense 
forests offering a unique and exciting panorama of 
wildlife in sylvan surroundings. The government has 
realised the importance of tourism as a major revenue 
earner and has undertaken a massive refurbishment of 
hotels and properties at the major tourist centres. 

According to Alka Upadhyaya, MD, MP State 
Tourism Development Corporation, "It is the only state 
which has three world Heritage sites - Sanchi, 
Bhimbetka and Khajuraho. MP offers tourism in 
wildlife and nature at Bandhavgarh and Kanha as well 

as pilgrimage sites like Omkareshwar and Ujjain. Eco 
tourism, water sports and water cruises over the 
Narmada are on the anvil. " 

Madhya Pradesh is like a slowly turning juggernaut. 
It is only a matter of time that it would move into a high 
trajectory of industrial, social and economic 
development. 
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JUGGERNAUT ON THE 


MOVE 


Shri Babu Lal Gaur 


Chief Minister 


Madhya Pradesh 





adhya Pradesh is in a development mode. Babulal Gaur, 
M" pragmatic, tough and decisive Chief Minister of 

India's largest state expresses his views on the concrete 
steps that are being taken to develop the infrastructure and to 
make the state an attractive destination for industry and tourism. 
In this interview with the Chief Minister outlines the future plans 
of his government and his achievements since taking over. 


What would you rate as your achievements in your tenure 
in MP? 

I took charge on August 23, 2004 as Chief Minister of Madhya 
Pradesh. The earlier Congress government had left the state in a 
bad administrative and financial position. In fact there was no 
money for the payment of wages and payments and also to the 
contractors who. were working for the construction of 
infrastructure like roads, canals and buildings. 

I visited Delhi almost 60 times in 10 months to meet the Prime 
—-- Minister, Deputy Chairman of the Planning Commission, Montek 
E : Singh Ahluwalia, many of the Union Ministers, and made project 
mur presentations before them. and succeeded in and succeeded in 
Er .. getting a budget allocation of Rs.7471 crores. . 

ei We have also signed an MOU for the Rs 7500 crores Bina oil 


_ and will increase s employment opportunities in the state. 





p Y. 


os T been commissioned. and i in- June-July it will generate 1000 MW 
ei power, This will solve t to a large extent, the electricity problems 
of the state and the state should become self reliant i in n electricity 
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refinery which will act as acatalyst to industrialization in the state - 


_ Another success is. the Indira ‘Sagar Sarovar. Twenty gates have - 


infrastructure, there are proposals worth Rs 50,000 crores for 
private investment in Madhya Pradesh. These are in power, cotton 
textiles, medicines, automobiles and pharmaceuticals in the 
Pithampur, Malanpur Mandideep and Budhni industrial areas. 
We have improved connectivity by constructing about 4000 kms 
of roads in two and four lanes in eighteen months. As 2005-06 is 
being observed as Year of Roads, one important road will be 
completed every month and we have a budget of Rs 300 crores 
for this. 

In villages we are promoting a revolutionary concept called 
‘Gokul Gram’, which aims at social and economic development. 
This includes all round improvements in the village and in the 
lives of its inhabitants through grassroots level development of 
infrastructure, roads, schools, health aids, animal husbandry etc. 
We aim to develop around 20,000 'Gokul Gram' in the 
next four years. 

These are some of the achievements of progress, promotion and 
prosperity of the state. 


Shri Babu Lal Gaur with The President 





What steps have you taken to improye the fiscal health of Hie 
state? 

This is good opportunity to take stock and dob our actions 
to achieve fiscal discipline. Not a single day overdraft has 
occurred in the state due to the efficient financial management 
and revenue collection by this government. Due to our excellent 
performance, the state received and additional i incentive of Rs 260 ~ 
crores from the Government of India. This is as opposed. to. the 
last fourteen years when there was gross fi fi Scal „mismanagement f 


and regular overdrafts. Our government has also strengthened its 


coffers by Rs 100 crores by debt swapping. 
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What are the strengths of MP that can woo inv estors? 

Madha Pradesh has all the attributes required for a conducive 
investment climate. Land for setting up units is available at 
reasonable rates. There is no scarcity of water and the atmosphere 
is good for business and industry. There have been no strikes by 
workers in the state. The wages of the labourers in MP is less than 
Maharashtra, Haryana and Andhra Pradesh, Law and AT 
order is not a problem in the state and this is à : l 
politically stable government. A Special Economic 
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Zone (SEZ) is being developed near Indore and 
various industrial clusters are planned near í 
different cities. 


How flexible is the state government on 
policies? 

My government can justly claim to be a Udyog 
Mitra - friend of Industry. We are launching 
new schemes to give the sanctions of every 
kind for setting up new industries. We have 
introduced a 
industrial policy which 
will 


also new 


assist in reviving 
sick units. 


Please comment on the 
education sector and the 
health sector in the state. 
The Annual Plan 
allocation for Sarv 
Shiksha Abhiyan for the 
fiscal year 2005-06 has 
been pegged at 
Rs 1253 crores, Rs 123 
crores over the previous 
year. We are also planning 
to recruit 50, 000 teachers, 
construct and complete 
around — 1100 school 
buildings. A nutritious 
Mid-day meal scheme has been launched for school children and 
a Bridge Course programme has been launched for dropouts, 
especially girls to restart their education. 


Road Construction 


Shri Babu Lal Gaur attending CII conference Mumbai 





The state government is taking concrete steps to provide medical 
care to the underprivileged. We have launched the Deen Dayal 
Antyodaya Upchar Yojana to provide free medical treatment to 
BPL families belonging the Scheduled castes and scheduled 
tribes. Around 14 lakh health cards have been distributed to such 
families and the process is to be completed in the coming year 
Our state has also attracted Rs 450 crores in the medical sector 
Within a year, you will be able to see the difference in the health 
sector in the state 


How do you want to promote telecommunication because 
this is the era of telecom and IT? 

In Jabalpur we have started the India Institute of 
Information Technology Manufacturing & 
Design which is the only university level 
institute of its kind in India. IT parks have been 
planned at Bhopal, Indore and Gwalior and ITI 


will also be set up in several places 


The Tourism industry is 


very raw and 


underdeveloped here. 
How do you plan to 
promote tourism here? 
Tourism is a very 
promising industry 
Madhya 
heritage 
Sanchi, 


Pradesh has 

sites ike 
Bhimbetka and 
Khajuraho. To reach 
these spots, we have 
constructed very good 
roads throughout the 
state on a priority basis 
The MP Tourism hotels 
at all tourist places have 
been modernised and 
have become profitable 
after ten People 
Places 


attracting 


years 
are choosing this peaceful state for travel and tourism 
like Bandhavgarh, Kanha Kisli 
tourists who will be greeted with very 


Khajuraho are 


good facilities at 


these places. 


What about connectivity through airlines? 

We are working closely with the Central government to develop 
Khajuraho, Bhopal and Indore as international airports and we 
hope that this facility will be available within one year 


Please tell us about the M.P. Investment Opportunity Seminar 
organised in Singapore? 

M P Investment 
Opportunity and also to Kuala Lumpur. I 
spectacular developments in housing, commercial establishments 


I travelled to Singapore for a seminar on 


witnessed the 


and resorts. The seminar was extremely well 
MP 


were made. Many Singapore companies evinced interest in MP as 


golf courses 
attended where presentations on India and particularly on 


an investment destination and will be visiting Madhya Pradesh 
later this year. I would like to make an effort to develop similas 
world class infrastructure in housing tourism, convention centres 
and infrastructure with private partnership 
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It's a Bird! It's a Plane! It's actually Anil Ambani on 
an investment rampage, having lined up a string of 
acquisitions and new projects in financial services 
and entertainment. sy KRISHNA GOPALAN 








A FLURRY IN A HURRY 


Anil Ambani's plans for convergence 
and financial services. 


ADLABS 

Acquiring a 51 per cent stake in 

Adlabs. Another 20 per cent will be 
acquired through the mandatory open 
offer. Adlabs has a strong presence in 
various entertainment segments like 
multiplexes, film processing and content 


DTH 

This is the next big story in 
broadcasting and already has Zee, 

Star and Sun TV in the space. 
Important from the point of view of 
Reliance Infocomm's convergence plans 


FM RADIO 

The government has announced a 
revenue-sharing model, which makes 
the business sustainable, unlike the 


current high licence fee model 


| FINANCIAL SERVICES ——- 


aw 


BANKING 
Huge opportunity, though RBI 
regulations do not permit corporates in 


the segment. There has been talk of 


acquiring a stake in IndusInd Bank, 
though Reliance Capital denies it 


INSURANCE 
Reliance Capital is already present in the 
neral insurance business. 
anmar Life's acquisition, if it does 
take place, will be useful in an industry 
that has low penetration levels 


RETAIL FRONT-END FOR SELLING 
FINANCIAL PRODUCTS 

To take advantage of the boom 

in retail finance 


N JUNE 29, 11 DAYS AFTER KOKILABEN 

announces a settlement between sons 

Mukesh and Anil Ambani, the stock 

price of Adlab Films, a multiplex and 

film production company, zooms 11.68 

per cent on the National Stock 

Exchange (NSE) to close at Rs 206. A day later, Adlabs 

closes above Rs 240. There's a good reason for that 

16.5 per cent spurt: A couple of hours before trading 

concludes on the NSE, Reliance Capital Ltd (RCL), the 

Anil Dhirubhai Ambani Enterprises (ADAE) group com- 

pany, announces it will acquire a 51 per cent stake in 

Adlab Films for Rs 360 crore. The newly-formed ADAE 
group announces its first acquisition. 

Adlabs may well be Anil Ambani’s first building 
block in an endeavor to become India’s newest, and 
biggest, media mogul. But the acquisition binge isn’t 
restricted to just the entertainment and convergence 
arena. Over the past fortnight, the rumour mills on 
Dalal Street have been on overdrive, throwing up names 
in the banking and insurance sector, even an engineering 
consultancy, as possible acquisition targets of the younger 
Ambani, via his group companies Reliance Energy, 
Reliance Capital and Reliance Infocomm. Whilst the 
ADAE camp isn’t committing to how huge its war chest is, 
suffice it to say that the investments to be made in 
acquisitions and new projects will run into several thou- 
sands of crores. Just one of the proposed new ventures, 
direct-to-home (DTH) television, will call for investments 
of at least Rs 300 crore (this will not include the losses 
for the initial period, which could take it to as much as 
Rs 1,000 crore); in this business Ambani will be taking 
on established media and entertainment majors such 
as Star, Zee and the Sun network. 

So, is there a method in the frenzied, hurried 
takeover binge, or is the flamboyant Ambani—armed as 
he is with a purse running into thousands of crores post- 
settlement—just playing to the gallery? A section of ana- 
lysts closely watching Anil is convinced that it is the first. 
“Obviously, the landscape for the ADAE group and 
Adlabs is huge with respect to films, multiplexes, home 
video and the infocomm businesses. All these synergise 
well with the DTH business. From an industry perspec- 
tive, this deal has received the stamp of approval for the 
overall entertainment business,” says Salil Pitale, Vice 
President, Enam Financial Consultants. The acquisitive 
interest in the financial services space too gets a nod of 
approval from Paresh Khandwalla, Director, Khandwalla 
Securities, who feels that Reliance Capital’s strong 
brand equity makes it well placed to ride the boom in 
financial services. “They have delivered on a business like 
mutual funds where they were a late entrant. In the case 
of insurance, it is a growing market with low levels of 
penetration. Our own estimate is that the business in 
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SHOME BASIL 


ALL THE KING'S MEN 


He exposed it for its poor governance. Then took charge. Now Anil is 
revamping the Reliance Info. board and looking out for the best talent. 


HAT DO YOU DO WHEN YOU SUDDENLY FIND YOURSELF AT THE HELM OF A 

company that's been exposed for its opaqueness and poor record of 

governance? Well, for starters, you revamp the board. That's what the 
newly-formed Anil Dhirubhai Ambani Enterprises (ADAE) has done by appointing 
two independent directors on the board of Reliance Infocomm (RIC), the 
company that's come into the ADAE fold after the settlement between Mukesh 
and Anil Ambani. Prof. J. Ramachandran from the Indian Institute of 
Management, Bangalore (IIM-B), and chartered accountant Gautam Doshi have 
joined the RIC Board as independent directors. Ramachandran was with 
Reliance Industries Limited (RIL) till 1992 as Vice President (Management 
Services) before moving on to his academic position at IIMB. He told BT that he 
would continue to hold his position at the institute. ADAE sources point out that 
Ramachandran has been close to Anil Ambani and was one of his key lieutenants 
during his earlier stint with RIL. Doshi, meanwhile, is already on the board of 
ADAE group company, Reliance Energy Limited (REL), and is a partner at well- 
known chartered accountancy firm RSM & Co. 

As far as the management team goes, quite predictably, the ADAE 
group has been looking at rival companies for talent. Last fortnight, the group 
poached Jai Menon from Bharti Tele-Ventures as Head of Information 
Technology. Menon is said to be one of the key people involved in the deci- 
sion to outsource the company's IT functions to IBM. Menon has had stints 
with IBM and BellSouth before Bharti. Just before Menon hopped on board, 
K.K. Sinha joined Reliance Energy as Director, Human Resources. Sinha has 
spent two decades at NTPC prior to this appointment. The big question, 
though, at the time of writing was who would Anil Ambani hire as CEO of RIC. 





India will grow at 55 per cent on 
an annualised basis over the next 
10 years." 

Clearly, if the rumoured acqui- 
sitions do materialise, they will 
fit well into the bigger picture 
that Ambani is drawing up in the 
entertainment and financial ser- 
vices sector. For instance, if RCL 
does buy out AMP Sanmar's life 
insurance business and does 
acquire a stake in IndusInd Bank 
(subject to the Reserve Bank's 
go-ahead), it would create an 
entity that will help Anil Ambani 
realise his dream of creating a 
“financial powerhouse”. (For the 
record, Reliance Capital has 
denied the IndusInd Bank acqui- 
sition rumour, and, for good 
measure, shot off a terse note to 
the stock exchanges that claims 
the reports were speculative). The 
Adlabs acquisition, too, is just 
one prong of the larger blueprint 
for entertainment, particularly 
when you consider that Reliance 
Sky Magic (a Reliance Energy 
subsidiary) has applied for a 
licence to provide direct-to-home 
services. And don't forget 
Reliance Infocomm, via which 
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ADAE's Menon: Prior to joining Anil's group, he has had 
stints at IBM, BellSouth and Bharti Tele-Ventures 


Reliance Energy's Sinha: He spent two decades at NTPC 
before joining Reliance Energy as Director (HR) 
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IN THE NAME OF THE FATHER 


Where the Reliance Empire stands three years after the death 
of patriach Dhirubhai Ambani. 


F THE LATE DHIRUBHAI AMBANI, FOUNDER OF THE RELIANCE GROUP WHO PASSED AWAY 

three years ago, had an opportunity to look at the shape the empire he crea- 

ted has taken, would the fact that his two sons have gone separate 
ways (after seven months of acrimony) break his heart? Or would he be at 
peace now that both Mukesh and Anil are well placed to ride the numerous 
opportunities available and dictate individual strategies for their respective 
domains? There will never be any clear-cut answers to those questions, but 
doubtless, the late patriarch would have been relieved that the company he 
created, Reliance Industries Ltd (RIL), didn’t get split in the recent no-holds- 
barred battle for the group's assets. If the brothers deserve a pat on the back 
at all, they should be credited for not playing around with RIL, allowing its 
integrated character to be retained, with a presence right from oil and gas 
exploration to the manufacture of textiles. 

Of course, the integrated nature of RIL has also ensured that Mukesh has 
been left with the most valuable jewel in the Reliance crown. To maintain the 
balance he has had to let go of a project arguably closest to his heart in recent 
times: Reliance Infocomm. Anil Ambani, its new boss, is likely to attempt some- 
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Late Dhirubhai Ambani: He would have 
been happy that RIL was not split 


thing different. Initial indications seem to confirm that, and, according to sources in Reliance Infócomm, Ambani has been 


adopting the approach of, "I am here to leam and 
that this will be subject to revenues be 


it comes to investments and is clear 


12-hour days a week at the Infocomm campus in Navi 
understanding of the business status. For Mukesh, mean 
cals, along with its upstream and downstream synergies. 


Ambani can offer entertainment 
content via broadband Internet 
on PCs as well as mobile phones. 

An ADAE group spokesperson 
points out that a foray into an 
area like digital cinema can be 
facilitated via Adlabs. *The 
synergy between us and Adlabs 
is derived from Adlabs being the 
largest listed integrated film com- 
pany. Importantly, it has a scala- 
ble model for all its businesses— 
multiplexes, film production and 
film processing," he explains. 
Avers Manmohan Shetty, 
Chairman & Managing Director, 
Adlabs: *It allows me to grow 
much faster and brings in more 
funds into the company." While 
Shetty and daughter Pooja will 
dilute their 27 per cent stake 
to just over 16 per cent, they 
will continue to run Adlabs. 


Importantly, Adlabs is looking to 
strengthen its presence in the mul- 
tiplex space and there has been 
talk of it having over 25 multi- 
plexes over time. Though Shetty 
is unwilling to talk numbers, it 
is evident that the market out 
there is substantial. A recently- 
released Yes Bank report on the 
Hindi film industry states that at 
the end of March 2005, there 
were a total of 73 multiplexes in 
India that accounted for 276 
screens and close to 90,000 seats. 

Then there's FM radio too. 
“With the movement to a revenue- 
sharing policy, we will certainly bid 
for fresh licences once they are 
opened," states the ADAE spokesper- 
son. *It all comes down to share 
of wallet and share of mind. We 
want to be a big player in enter- 
tainment, media and infocomm. 


will do that by listening to you." At the same time, he has been firm when 
ing generated. Ambani spends at least three 
Mumbai, meeting up with department heads in à bid to get a solid 
time, it's back to the businesses he started out with, petrochemi- 
Dhirubhai would have approved. 


We will invest whatever it takes." 

Last fortnight, as Reliance's 
apparent acquisitive binge was being 
speculated across mega pointsize 
headlines, with a takeover being 
speculated every other day—virtu- 
ally any spurt in a stock that's higher 
than the broader indices’ move- 
ment is being attributed to the ADAI 
group’s interest—there were 
observers who were wondering 
what the hurry was all about. Finally 
at the helm of a clutch of busi 
nesses, is Anil Ambani in a hurry to 
make up for lost time? Is he keen to 
relegate his brother's companies to 
the shadows by creating more value 
for ADAE group shareholders than 
Reliance Industries can? Time— 
and the number of acquisitions that 
materialise over the next few 
days—will provide an answer to 
such questions. Œ 
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In just fi five y years, ; ties young IITians 
have created India’s most valuable 

retail brokerage firm, with a market cap 
of Rs 2,000 crore. How? sy SAHAD P.\ 


—-— RST, A CAVEAT. WRITING ABOUT STOCKBRO- 
| ! kers in India is risky business. On fickle— 
but, more often, treacherous—Dalal 


Í | Street, yesterday’s poster boys have a 
way of turning up in tomorrow's rogues 
P gallery. Remember Harshad Mehta 


and Ke tan Parekh? One-time stock market bulls, they 
were eventually caught out for what they really 
were: scamsters. So, it's with some circumspection 
that one approaches Indiabulls Financial Services 
(IFS), the Johnny-come-lately of securities brokerage 
that now claims to be one of the largest in the busi- 
ness, with daily average trading volume of Rs 1,200 
crore, revenues of Rs 168 crore, net profits of Rs 57 
crore, and a market cap of Rs 2,000 crore. 

The company attracted our attention for two 
reasons: One, it has been attracting a spate of 
investments from global investors. Last month, a 
US-based global hedge fund, Amaranth Advisors, 
coughed up Rs 130.9 crore for a 42.5 per cent stake 
in Indiabulls Finance Company Private Ltd, a sub- 
sidiary recently formed to provide secured lending. 
Earlier, over the last two years, Farallon Capital, the 
world’s largest hedge fund with $12.5 billion, or 
Rs 55,000 crore, under management, invested Rs 180 
crore in three tranches in the parent company, its subsidiary 
Indiabulls Credit Services and the real estate Jv, Indiabulls 
Properties. That apart, Wall Street biggies like Merrill Lynch 
(Capital) and Goldman Sachs have recently upped their holdings 
in IFS to 5.5 per cent and 5.14 per cent, respectively. 

Che other reason is even more compelling. The six-year-old 
IFS is valued at an eye-popping Rs 2,000 crore, something no 3 
other brokerage firm has managed to achieve, despite being : Indiabulls’ Gehlaut: 
around much longer than the upstart irs. That makes IFs more n eye for 
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THE INDIABULLS GROUP 


INDIABULLS FINANCIAL SERVICES* 


FOUNDED: 2000 
REVENUES: Rs 167 crore NET PROFIT: Rs 56.71 crore 


BUSINESS: Stockbroking, financial products 
distribution, secured and unsecured lending 


SUBSIDIARIES 


FOUNDED: 2000 
BUSINESS: Stocks and derivatives, IPOs and mutual funds 


FOUNDED: 2004 
BUSINESS: Insurance products distribution 


FOUNDED: 2004 
BUSINESS:Commodities trading 


FOUNDED: 2004 
BUSINESS: Personal loans, home loans 


FOUNDED: 2004 
BUSINESS: IPO financing 


FOUNDED: 2005 
BUSINESS:Secured lending 


ASSOCIATE COMPANY 


INDIABULLS PROPERTIES (a JV with Farallon Capital) 
FOUNDED: 2005 BUSINESS: Real estate 
“it's the only listed group company 


Indiabulls 
WHO 


OWNS 
INDIABULLS? 


SHORT ROUTE TO SUCCESS 


Public Employees!t 
Other 


MFs/Fils/PE 


igure 


Indiabulls’ journey so far has been short but spectacular. 


Established: Receives venture funding from Infinity, 
Transatlantic and LN Mittal Ventures 


Farallon puts in Rs 53 crore in Indiabulls 
Financial Services Ltd for a 33 per cent stake 


Lists on stock exchanges at Rs 19 a share 


Farallon puts in Rs 88 crore 
in Indiabulls Credit Services 


issues GDR for $130 million 


Indiabulls Properties Ltd 
—a JV with Farallon which holds 51 
per cent stake—acquires Jupiter Mills 
for Rs 277 crore 


Amaranth invests Rs 130.9 crore 
in Indiabulls Finance Company Ltd 








Indiabulls’ Co-founder & CFO Rattan: One of the three 


"bulls 


valuable than companies like Apollo Tyres (market cap: 
Rs 931 crore), Ballarpur Industries (Rs 1,810 crore), and even 
East India Hotels (read: Oberoi hotels; Rs 1,889 crore). 
That also makes 1Fs’ promoters, Sameer Gehlaut, 31, 5 irabh 
Mittal. 31 and Rajiv Rattan, 32—all engineers from I 
Delhi and who together own 36 per cent—ver) rich young 
men. Incidentally, when the company was listed in 5e ptember 
2004, it had a market cap of just Rs 250 crore. Given ti $'s last 
year net profits of Rs 57 crore, the current market value works 
out to 35 times its earnings. 

And just in case anybody needed a third reason, here is 
one. When part of National Textile € orporation's (NTC 
mill land in Mumbai was put on the block early this year, no 
one thought an upstart would end up snagging it. But in 
March this year, Indiabulls Properties Private Ltd, a 51:49 Jv 
between Farallon and IndiaBulls, did. It forked out Rs 277 
crore for 11 acres of NTC's Jupiter Mills land in Mumbai. 
Going by the sale price of the mill's second lot of land—16 
acres of it snapped up by Delhi-based realty giant, DLF, for 
Rs 702 crore—Indiabulls’ acquisition is already dearer by Rs 
200 crore in just four months. (Indiabulls Properties’ per sq. 
ft. cost works out to Rs 3,623 compared to DLF's Rs 7,500). 


The Boys From Nowhere 

Clearly, the young men have a story to tell. It isn't the classic 
rags-to-riches story, but one of well-heeled professionals 
turning billionaires in India's chaotic business of securities bro- 
kerage. It’s the story of three young irTians trom Delhi who, 
with no previous experience in securities trading, made it big 
in a business traditionally dominated by Mumbai-based 
broking houses. So how did they do it? 

When Gehlaut, son of a CRPF officer, started Indiabulls in 
2000, he was only 26. After working with the mining division 
of Halliburton in the us, he had come down to [India to 
start an earth moving and mining business called Mackenna 
Minerals. But Gehlaut’s true calling lay elsewhere (the mining 


Py 


uv entrepreneurship ~ 


business is now run by his brother). 
He acquired a Delhi-based stock 
broking company Inorbit Securities 
with the money he had saved from 
the Halliburton job and the mining 
business. Gehlaut, whose 18.8 per 
cent stake is now worth Rs 376 
crore, roped in two of his ut 
friends—Saurabh Mittal, son of a 
paediatrician at Delhi's LN]P 
Hospital, and Rajiv Rattan, his sen- 
ior, and whose parents were school 
teachers. Rattan is now president 
and CFO of Indiabulls, while Mittal 
is a partner at the Us-based hedge 
fund, Noonday. The two own about 
18 per cent in Indiabulls that’s 
worth Rs 400 crore. Says Gehlaut, 
Chairman and cro; “Before our 
entry in 2000, the market was 
served by unorganised, single- 
product companies that hardly 
bothered about customers." 
Combining products and servi- 
ces with the help of information 
technology (it was among the first 
to adopt online trading), and 
acquiring a national footprint at 
a speed that nobody had done 
before, Indiabulls grew at a furious 
pace. It continuously tweaked its 
business model by adding new 
product lines like personal loans, 
distribution of financial products 
and, now, real estate. Most impor- 
tantly, it moved fast. In just five 
years, the company, its officials 
claim, has built up a customer base 
of 110,000, and a presence span- 
ning 135 offices in 95 cities—a 
position that 14-year-old Kotak 
Securities, by contrast, has just at- 
tained. Says a Mumbai-based com- 
petitor: ^A lot of old players did 
not put in capital to expand. 
Whoever did it has succeeded." 
So today, Indiabulls is among 
the top five brokers in the coun- 
try, with a daily average trading 
volume of Rs 1,200 crore, com- 
pared to Rs 1,100 crore or so of 
Kotak Securities. However, the 
competition between the two is 
more in terms of revenues than 


80 BUSINESS TODAY JULY 31 2005 


customer profiles. Kotak serves the 
upper end of the market and India- 
bulls, the lower end, where cus- 
tomers typically have Rs 2-3 lakh to 
invest per annum. How does one, 
then, explain Indiabulls’ inordinate 
profits? Says the CEO of a leading 
online trading company: “Most of 
their money comes from margin 
(money) lending and not so much 


HOW 


time when most brokers were tak- 
ing it easy. Now, of course, even 
traditional brokerage houses like 
SSKI and Motilal Oswal are on over- 
drive. Newer ones like India 
Infoline, a broking company 
founded by another entrepreneur 
Nirmal Jain five years before 
Indiabulls, have gone public. IL&Fs, 
a three-way JV between HDFC, 


STACKS UP 


REVENUES | NETPROFIT CLIENT BASE 
Rs Cror Rs Crore 


KOTAK SECURITIES 329 105 
INDIABULLS 168 9] 
IL&FS INVESTSMART 108 48 
INDIA INFOLINE 16 22 





120,000 
110,000 
94,790 
18,000 


Note: Only listed or the subsidiaries of listed companies are considered, except ILAFS. Kotak's revenues constitute 
institutional broking, PMS, besides retail broking. India Infoline and IL&FS' revenues include other operations like distribu- 
tion, lending and merchant banking. Indiabulls has 80 per cent from broking and the rest from distribution and lending. 


from brokerage commission." But 
Gagan Banga, Head (Marketing), 
Indiabulls, begs to differ: *80 per 
cent of our revenue comes from 
broking, and the rest from interest 
income on loans and fee.” 
Another striking feature of 
Indiabulls is its ability to raise 
money. In 2000, it had managed 
to raise venture capital from Infinity 
Ventures, Harish Fabiani of 
Transatlantic, and LN Mittal Internet 
Ventures, all of whom put in a total 
of Rs 43 crore. The next rounds 
happened in 2004 and 2005, when 
Farallon and Amaranth brought in 
a total of Rs 310 crore. Now 
Indiabulls is clearly among the top 
100 capitalised companies, with 
Rs 700 crore in equity capital. 
Not surprisingly, investors in 
Indiabulls speak highly of the young 
management team. Says Gauray 
Dalmia of Infinity Ventures: “We 
were backing the team. What they 
lacked in experience, they made 
up by their attitude.” In other 
words, says Dalmia, they demons- 
trated aggression and speed at a 


Central Bank of India and uri, has 
just announced an IPO, Yet, none of 
them has been able to replicate 
Indiabulls’ spectacular success. 

Needless to say, there are scep- 
tics. "What the Bhansalis (of Enam), 
the Kotaks and the Morakhias 
(Shripal Morakhia of sski) haven't 
been able to do in decades, India- 
bulls has done in a short span. How 
is it possible?" asks a competitor. 
Indiabulls’ answer? “Regulations 
have changed. You can’t take any- 
body for a ride. Companies like 
Indiabulls are constantly audited 
by bodies like SEBI, NSDL, NSE, BSE 
and RBI,” says Banga. 

If some people find it hard to 
digest Indiabulls’ spectacular growth 
so far, one wonders what they 
would have to say about its fan- 
tastic target for 2010: a market 
cap of $5 billion (Rs 22,000 crore). 
Middle of 2005, it seems laugh- 
able. But that’s exactly the senti- 
ment that greeted Gehlaut & Co. 
five years ago. One thing is for 
sure: One way or another, India- 
bulls is a firm to watch. 
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India’s economy is on steroids. The country 
will need humungous amounts of energy to 
sustain and increase current growth rates. 
The performance, of the A and gas sector 
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NDIA’S TRYST WITH HIGH ( MIL. PRICES 

has never been a happy affair. 

Every crisis from 1973 onwards 

has shaved off a few percent- 

age points from its gross domes 

tic product (GDP), and pushed 

the inflation rate to obscene 

levels. A sharp increase in crude 
prices, which touched nearly $100 a bar- 
rel, saw the country's GDP tumbling by 
5.2 per cent and inflation rising to an 
unmanageable 17.1 per cent in 1979. And 
the1990 oil crisis, that brought the now 
famous foreign exchange crisis for India in 
its wake, saw GDP growth tumbling to 1.3 
per cent and the inflation rate topping 14 
per cent. A 2002 International Energy 
Agency study shows that an increase of $10 
(Rs 440) in crude prices could pull down 
India's GDP growth by a full percentage 
point. Unfortunately, this vulnerability 
has only accentuated over the vears. And 
It's easy to see w hy. Domestic crude pro 
duction stagnated at 33 million tonnes 
(MT) between 2000-01 and 2003-04 before 
dipping to 29.40 MT in 2004-05. even as 
consumption jumped from 106.52 MT in 
2000-01 to 124.3 Mr in 2004-05. The 
result: the country was forced to import 76 





per cent of its domestic oil requirement. 
And this demand is only likely to grow. 
As the country's GDP growth rate sta- 
bilises at 6 per cent-plus per annum, it will 
obviously consume greater amounts of 
energy. This will necessitate the import of 
greater quantities of crude. Unfortunately, 
the oil import bill has already assumed 
unmanageable proportions. It has jum- 
ped 118.7 per cent from Rs 53,516 crore 
in 1999-2000 to Rs 1,1 7.0 32 


crore in 





RETAIL OIL PRICES IN INDIA 











































PETROL HIGH SPEED DIESEL - 


(Rs/LITRE)  (Rs/ LITRE) 
LE NEM 28.45 
LEM 3520 
LEN 30.80 
LC MEM 31.51 


DELHI 
MUMBAI 
KOLKATA 
CHENNAI 


KOHIMA MPM 28.43 
DISTAT NE 31.84 
PN kee VP 33.03 
NMEA 29.65 


JALANDHAR 44.61 27.77 



























































Time To Step On The Gas 


The government seems to have a clear 
view of the bigger picture. But India's 
economic future will depend on what it 


puts in the fine print. 


BY ASHISH GUPTA AND KUMARKAUSHALAM 


2004-05. In the first half of 2004-05, the 
crude import bill, at Rs 60,942 crore, 
was 58 per cent higher than the corres- 
ponding period in the previous year. 

Now, crude prices have touched $60 
(Rs 2,640) a barrel and show little sign of 
easing. This spells danger with a capital D 
for the Indian economy. The government 
has largely managed to shield domestic 
consumers—mainly due to Left Front 
pressure—írom the debilitating effects of 
this price rise. But this came at a huge 
cost; subsidising consumer prices of fuels 
is taking a heavy toll on the country's 
refining and marketing companies. In the 
last fiscal alone, their under-recoveries 
were at Rs 22,000 crore—clearly an unsus- 
tainable proposition. Says an oil analyst at 
equity broking house Motilal Oswal: “This 
is at best a stop-gap arrangement.” 

But the burgeoning oil bill is not the 
only worry that India has. China’s emer- 
gence as a global power and its seemingly 
inexhaustible appetite for energy has 
brought it into direct competition with 
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31.95 
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(in MT) 
57.80 
74.09 
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124.30 
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CRUDE OIL: INCREASING IMPORT DEPENDEN 


"mm 


India in the search for oil and gas equity 
abroad. ONGC Videsh (OVL), a 100 per 
cent subsidiary of the Oil and Natural 
Gas Corporation (ONGC), is pitted against 
China's largest oil producer, China 
National Petroleum Corporation, in its 
quest for a stake in embattled Russian oil 
major Yukos' core asset Yugansknefegaz. 
Then, with the us and other Western 
nations tightening their stranglehold over 
Arabian oilfields, Indian players have little 
choice but to turn to other oil-rich, but 
politically unstable or “untouchable” states 
such as Congo, Sudan, Russia, Vietnam 
and Iran. Subir Raha, Chairman, ONGC, 
sums up the scenario in a nutshell: “Our 
only choice is to do what France did in the 
1950s, or what China is doing now, which 
is to secure Our energy sources OV erseas." 
After all, India, which has 16 per cent of 
the world's population, has only 0.4 per 
cent of the world's oil. So it is virtually 
impossible to become self-sufficient. 
ONGC has already invested $3.5 
billion (Rs 15,400 crore) since 2000 in 
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DIESEL (Rs /litre) 
EX-STORAGE PRICE 18.1 19.75 
=XCISE DUTY Yea 1.59 
ADDITIONAL EXCISE DUTY 723300: - 3.25 
"EDUCATION CESS ACT UM ug 0.09 
SALES TAX CELO GEM 3.16 
JEALERS' COMMISSION E TOME LOT. 0.43 
)THERS 10439: CY 0.18 
'OTALRETAILSELLINGPRICE 40.49 — 28.45 


Source: Industry sources 


ETAIL PETROL PRICES IN OTHER COUNTRIES 

COUNTRY PRICE (Rs/ LITRE) 7 COUNTRY PRICE (Rs/ LITRE) 
CHINA 18.73 | GERMANY 64.31 
UK 66.55 | SAUDI ARABIA 10.45 
AUSTRALIA 37.45 | SINGAPORE 41.09 
RUSSIA 24.19 | IRAN 6.06 

US 25.49 | FRANCE 62.54 


Source: BT research 
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source: Public sector undertakings 


SUBIR RAHA/ Chairman & Managing Director/ ONGC 

L r only y choic e is to do what France did 
In ‘the 1 950s, or what China is doing now, 
to secure our energy sources overseas” 








oil equity abroad; Reliance 
Industries has invested Rs 1,307 
crore in E&P (exploration and pro- 
duction) activities in India, Yemen 
and Oman in 2004-05; GAIL India is 
planning to invest Rs 600 crore in 
Myanmar and Indian fields over 
the next three years; Indian Oil 
Corporation has tied up a gas deal 
in Iran; and new kids on the block 
like Essar and Videocon have also 
jumped into the fray. The govern- 
ment is firmly backing these moves. 

We look upon this as a national 
endeavour. If Reliance, Essar or 
any other private Indian player, 
need our assistance in any manner, 
my ministry will be more than wil- 
ling to extend a hand,” Union 
Petroleum & Natural Gas Minister 
Mani Shankar Aiyar told BT in an 
exclusive interview. (See There Is 
No us Pressure On India). 

Given the stakes involved, it is 
easy to understand Aiyar's propen- 
sity to jet across the globe, and his 
use of economic diplomacy to 
secure India's energy security, 
though the end results may still be 
open to question. In just over one 
year, he has moved aggressively 
on an agreement to transport 
Iranian gas to India through a 
pipeline over Pakistan. He has also 
started negotiations with Venezuela, 
Turkmenistan, Myanmar and seve- 
ral other countries to participate 
in their hydrocarbon sectors. Once 
these projects go on stream, the 
country will get assured supplies 
of oil and gas at pre-determined 
rates. This will partially insulate 
India's economic prospects from 
sudden spikes in global crude prices 
(see The Worldwide Search) 

But if India's belated and some- 
what lackadaisical entry into the 
global oil game has achieved limited 
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Reliance Industries (CMD Mukesh Ambani 


seen here) has inve 


sted Rs 1,307 crore in 


exploration and production activities in 


India, Yemen 


success, the domestic scenario 
is pretty much a mess. The 
government failed to pilot the 
Petroleum Regulatory Bill, 2002, 
through Parliament (it is now 
lying with the Standing Com- 
mittee of Parliament); if passed, 
this would have resulted in the 
establishment of a regulator and 
resolved many of the issues 
plaguing the gas industry. And 
despite doing away with the 
administered price mechanism in 
April 2002, the government con- 
tinues its vice-like grip over the 
pricing of petrol, high speed diesel, 
aviation turbine fuel, kerosene and 
liquefied petroleum gas. To com- 
pound matters, it has capped its oil 
subsidy bill at Rs 3,000 crore; this 
means oil refining and marketing 
companies have to take a big hit 
on their bottom lines. With 
politicians of all hues joining the 
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clamour against de-subsidising the 
oil sector, there is little hope of any 
significant relief for oil companies. 

The one silver lining that has 
kept downstream companies going 
is the healthy margins in India. In 
the last two years, refining mar- 
gins have hovered at around $6 
(Rs 264) a barrel; this is more 
robust than even those in Singapore 
(the Asian benchmark), where the 
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gross margin is $5.5 (Rs 242) a 
barrel. But under-recoveries 
can still deter companies from 
making further investments in 
the country. And unless the 
government allows companies 
to charge market-related prices, 
very few will be interested in 
entering the sector. 

The overall picture, how- 
ever, is not totally bleak. Large 
recent oil and gas strikes in the 
KG Basin and in Rajasthan have 
led to a revival of international 
interest in India’s hydrocarbon sec- 
tor. Several big names in the world 
of petroleum have bid for a slice of 
India’s oil and gas story under the 
New Exploration and Licensing 
Policy-V (see The Search Within). 
The policies initiated by the gove- 
rnment in the last decade-and- 
a-half have led to the addition of 
massive domestic refining capaci- 
ties. Reliance alone has set up a 
33 MTPA refinery in Jamnagar 
(Gujarat) and is now in the process 
of expanding it to 60 MTPA. The 
Essar Group is building a 10.5 
MTPA refinery in the same district 
and hopes to commission it in the 
third quarter of 2006. Private com- 
panies are now present in every 
segment of the petroleum value 
chain and India has even emerged 
as a petroleum exporter. In 2003, 
it exported petrol, diesel and petro 
products worth Rs 16,781 crore. 

In conclusion, it is fair to say 
that the government has taken all 
the right initiatives and made all 
the right noises—except in the 
sphere of retail prices. The need of 
the hour is to go all out to ensure 
the success of these initiatives. 
The Chinese example will be a 
good one to follow. 
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MANI SHANKAR AIYAR 


Union Petroleum Minister 


“There Is No 
US Pressure 
On India" 


NION MINISTER FOR 
Petroleum & Natural 
Gas, Mani Shankar 
Aiyar, needs little 
introduction. Since be 
assumed office a little over a year 
ago, Atyar bas embarked on a global 
mission to ring fence India's energy 
security needs. The petroleum minis- 
ter, who's famous for bis wit and 
articulation, seemed just a little 
testy as be discussed a range of issues 
concerning bis ministry with &r's 
Kumarkaushalam. Excerpts: 







What are your views on a) disinvest- 
ment and privatisation; and b) merger 
of oil PSUs? 

My views on disinvestment and pri- 
vatisation are a matter of public 
record. Very, very unfortunately, an 
exchange of correspondence 
between what are called “Honou- 
rable Ministers” has been totally 
dishonourably purloined by a jour- 
nalist and published in the papers. | 
am certain that your question arises 
from that newspaper story. I have 
nothing further to say. 


What about your views on the merger 
of oil PSUs? 


I have set up a committee called 
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the Synergy In Energy Committee. 
It will submit its report very soon. 
I will then be able to apply my 
mind to what we need to do. 


The US has expressed its reservations 
on the proposed Iran-Pakistan-India 
gas pipeline. Your comments. 

No, there are none. And sorry; 
for you to say that today (June 
18) is very unfair. (Us Secretary of 
State) Condoleezza Rice made the 
US position completely clear. So, I 
don't think we need to muddy the 
waters by referring to the alleged us 
pressure. There is none. 


Will the US stop international lenders 
from financing the project? 

I am sorry to deprive you of a 
story. | am very, very sorry to 
make this interview extremely dull 
for you. But the fact is that there is 
no US pressure. And I am not going 
to indulge in hypothetical guessing 
games about the Us mounting pres- 
sure on us later. 


What assurances has Pakistan given (about the security and 
reliability of gas flows across its territory)? 

The biggest assurance is that Pakistan has massive 
energy requirements for its own growth. Pakistan and 
India are not opposed to one another's interests here. 
With regard to other measures, the joint press statement 
issued by the Pakistani and Indian delegations in 
Islamabad on June 7, 2005 clearly specifies that we are 
working towards “a safe and secure world class project”. 
Using that expression, we shall ensure that from our 
point of view—and from everyone's point of view— 
the project is (a) world class; (b) safe; and (c) secure. 


But almost all past agreements—even the Shimla 
Agreement—have proved to be pieces of paper... 

It’s completely untrue. It's a scurrilous construction of 
India-Pakistan relations. One of the most important 


MANI'S REPORT CARD: 
THE FIRST YEAR 





treaties signed between India and 
Pakistan was the 1960 Indus 
Waters Treaty. We've had some 
very serious conflicts and great 
periods of tension in the 45 years 
since then, but it has never been 
abrogated. 


So this (Indus Waters Treaty) is what 
we bring to the table... in exchange for 
Pakistan allowing us to access gas 
from Iran? Are you looking at this kind 
of relationship (to make the project 
successful)? 

Pm afraid, you obviously enter- 
tain the most serious doubts about 
Pakistani sincerity and intentions. 
I trust the Pakistanis when they 
say that they will address our 
security concerns. Therefore, in 
the course of the negotiations, | 
will test out whether the trust I 
have in their sincerity has been ` 
validated or not. I am not going to 
proceed on the assumption that 
these are dangerous people whom 
you must look at with suspicion. 


We can't begin with the premise that these are dange- 
rous people...? 

If they are dangerous people, then why are you 
entertaining them at all? There has been significant 
improvements in India-Pakistan relations. I was 
the first Consul General of India in Karachi (during 
my time in the Indian Foreign Service). In the last 23 
years, l've visited Pakistan 17 times. I think I know 
whom I am dealing with. 


Will it be possible to arrive at a decision on the pipeline over 
the next six-seven months? 

Well, Pm hoping that the preparatory work will have 
been done within six months so that we can proceed 
with the main negotiations. 


How many (global oil equity) deals are available to us 


“| trust the Pakistanis when 
they say they will address 


our 
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now? Can you mention some major 
ones? 

We are about to start producing in 
Sakhalin-I. We are also producing 
(gas) in Vietnam. We are negotiating 
and are involved in exploration in 
Australia. Nearer home, we are par- 
ticipating in Myanmar's oil and gas 
sector. (See The Worldwide Search). 

We are also talking about LNG 
(liquefied natural gas) deals; the 
one we signed in Tehran a few days 
ago has attracted worldwide atten- 
tion: five million tonnes spread over 
25 years. The deal is valued at..., I 
don't know..., maybe $22 billion 
(Rs 96,800 crore) or so. 

At last count, we were actively 
involved in 14 countries. And we 
have established a presence in 47 
countries. But that number keeps 
climbing. I think if I count again, PII 
cross 50. 


. 
What role do you envisage for private In 
oil companies like Reliance and Essar? 
We are very very happy that 
Reliance and Essar are already present in several for- 
eign countries. We look upon this as a national 
endeavour. If Reliance, Essar or any other private 
Indian player need our assistance in any manner, my 
ministry will be more than willing to extend a hand. 


The Hindujas have recently aligned with various oil PSUs. 
Please comment. 

Whether they have commercial agreements with these 
people (Hindujas) or not is a matter that you should 
address to the Navratnas and not to me. | am not 
involved at all. 


What about facilitating an environment where healthy 
participation (between the private players and PSUs) is 
encouraged? 
That's a different matter. Next (what's your next 
question?). 


We have five different departments (power, nuclear, hydro- 
power, coal and petroleum) addressing our energy security 
concerns. Do you feel the need for a more unified approach? 
Well, for a representative of a coalition government to 
suggest that we should reduce the number of ministries 
is to invite suicide. So I don't think the answer lies in 
reducing or increasing the number of ministries, but in 
much more effective co-ordination. 
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“Yes, there is competition 
with China, but no hostility 





How do you see China: as a competitor, or as an ally in the 
sphere of oil diplomacy? 

We signed the Panchsheela agreement with China 
exactly 50 years ago. It should be possible to establish 
a co-operative relationship with China within that 
framework. Yes, there’s competition, but there’s no 
hostility in our relationship. 


What would you describe as the major achievement of 
your first year in office? 

That I have succeeded in focussing attention within the 
ministry on the need to reach kerosene to the poorest 
in the land—in the quantities which they require 
and at a price which they can afford. And to his 
end, the (Union) Cabinet has cleared a pilot project for 
me to work out the new ideas that I have in 10 per 
cent of the blocks of the country. We have identified 
623 such blocks. If, in the course of the next few 
months, | am able to demonstrate in these blocks 
that we do indeed have the means of reaching 
kerosene to the poor, this model can then be replicated 
across all the 6,000 blocks of the country, I think that 
will be the shiniest feather on my cap. That I think is 
the single most important initiative that I have taken. 
I hope that at the end of this financial year (2005-06) 
there will be a general acknowledgement that there has 
been a breakthrough on that front. 
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Media-savvy But... 


Mani Shankar Aiyar has made oil diplomacy fashionable. 
But is it really yielding results? sy KUMARKAUSHALAM 


ANI SHANKAR AIYAR 

is a brave man. He 

is being feted in 

Tehran and lionised 

in Lahore. He is 
hunting for hydrocarbons in the 
areas where US-fearing angels fear to 
tread. He is exhorting oil 
Navaratnas—the trustees of our 
family silver—to squeeze oil out of 
the country's rocks, and scoop up 
crude from the depths of foreign 
seabeds. This is all a part of Aiyar's 
fundamentally secular worldwide 
view: India's economic boom is on 
steroids; but it needs oil and gas— 
lots and lots of it—to keep the 
momentum going. 

But the going isn't easy. China 
uses every trick in the book to 
trump India's quest for oil as it 
forges ahead in the global hunt for 
hydrocarbons; the us and other 
Western nations jealously guard 
their oil security in the sandy wastes 
of Arabia and the newly indepen- 
dent countries of Central Asia. 
Indian companies, thus, have little 
choice but to pick up the crumbs the 
West and China don't want. 

Aiyar is, therefore, left with few 
options. He is betting big on a 
pipeline to transport Iranian gas to 
India via Pakistan. But the political 
risks associated with this project 
are staggering. Aiyar says he's been 
to Pakistan 17 times in the last 23 
years and thinks he knows who he's 
dealing with (see There Is No us 
Pressure...). He adds that the 
Pakistani government has assured 
him that it will address India's 
security concerns and that subse- 
quent negotiations will prove 
whether the initial trust he's invested 


94 BUSINESS TODAY JULY 31 2005 


Going places: Petroleut 


in his counterparts from across the 
border is justified or not. 

But what really blots his record 
is the political interference in the 
PSUS under his ministry. Aiyar talks 
of autonomy for PSU oil companies, 
yet he ordered the GAIL India board 
to put the tendering process for the 
Rs 1,800-crore Dahej-Uran pipeline 
on hold. Even as the media-savvy 
Aiyar grabs headlines, it's precisely 
this interference in the autonomy of 
PSUs that hampers their global 
ambitions. Example: China National 
Petroleum Corporation trumped 
ONGC's bids for oil blocks in Sudan 
and Angola because the powers- 
that-be did not clear the requisite 
financing on time. 

Besides, he has stymied all 
attempts to de-subsidise the prices of 
LPG and kerosene. The result: under- 
recoveries of Rs 22,000 crore by 
oil marketing companies last fiscal. 
How Aiyar squares this circle will be 
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interesting to watch. 

Despite this, Aiyar's real con- 
tribution lies in energising what 
was, till he took over, just another 
moribund government depart- 
ment, more in the news for all the 
wrong reasons (two of his recent 
predecessors faced serious cor- 
ruption charges). He has proac- 
tively taken the bull by the horns 
and aggressively led Indian com- 
panies—both in the public and 
private sectors—into the global 
hunt for hydrocarbon assets. 

His profile and his pronounce- 
ments have often brought him into 
conflict with the minister and the 
mandarins in the Foreign Office. 
But such turf wars are common in 
any government. The fact is that 
Aiyar has emerged as the brash new 
face of Indian economic diplomacy. 
In doing so, he's reset the agenda of 
the foreign ministry and given it a 
completely new direction. 
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Why Is Everyone 
Talking About Gas? 


With crude prices hovering around $60 a barrel, it may be 
time to turn to natural gas and make it the centrepiece of 
the country’s energy strategy. sY ASHISH GUPTA 


ANY INDIANS MAY 

well be tempted 

to argue, as The 

Economist did in 

a recent article: 
“Why worry about high oil prices 
when a boom in natural gas may 
be on its way?” 

It is rather difficult not to get 
carried away by recent reports on 
the huge gas finds in the country. 
Barely had the din over the discov- 
ery of 14 trillion cubic feet (TCF) 
of gas by the Reliance-Niko con- 
sortium in the Krishna-Godavari 


(KG) Basin subsided, came the news : 


that the state government-owned 
Gujarat State Petroleum Cor- 
poration (GSPC) had discovered 20 
TCF of gas in the same basin. Oil and 
Natural Gas Corporation 
(ONGC), which discovered 
the Bombay High fields 
in 1974 and Vasai in 
March 2003, has also 
reported oil and gas dis- 
coveries in onshore fields 
in Assam, Tripura as 
well as the KG Basin. 
Cairn Energy and Niko 
Resources have also 
struck gas in the KG Basin 
and Surat, respectively. 
Suddenly, gas seems to be the 
flavour of the times in India. Says a 
Mumbai-based analyst with an 
investment bank: “It seems that KG 
Basin is India's Gulf of Mexico in 
terms of gas finds." 


Rajasthan 
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The Reliance-Niko consortium 
has committed investments of 
$2.47-billion (Rs 10,868 crore) to 
the KG Basin. Gas will begin to flow 
by March 2008, with an estimated 
peak production of 1,412 million 
cubic feet per day (MCFPD). GSPC 
could pump out between 1,765 and 
2,118 McFPD of gas everyday, 
assuming that 70 per cent of its 
reported discovery is recoverable 
in the next six to seven years. This 
means that the country's gas reserves 
are a lot larger than the previous 
estimate of 32 TCF. 


Assam-Arakan 


‘What Lies Beneath 
(India's Oil And Gas Fields) 


433401053 


Easy availability is not the only 
reason for gas emerging as the 
preferred fuel of the future. 
"Stringent environmental regula- 
tions, lower costs, low gestation 
period of gas-based plants, higher 
thermal efficiencies and the pre- 
sence of flexible technologies in 
power and fertiliser plants will spur 
the switch to natural gas," argues 
Rajiv Memani, CEO of audit major 
Ernst & Young. 

Globally, gas constitutes nearly 
25 per cent of the energy basket, 
compared to 7 per cent in India. But 
the entry of liquefied natural gas 
(LNG) into the country 
could change the 
dynamics of energy 
consumption here. 
Natural gas turns liq- 
uid when cooled to 
minus 163 degrees 
Centigrade. This can 
be shipped in refriger- 
ated tankers to a desi- 
red destination (like 
India), where it can be 
warmed back into 
gaseous form and injected into 
the local pipeline system. The 
logistics of transportation, thus, 
becomes simpler by doing away 
with the need for expensive (and, 
sometimes, politically unviable) 
transnational pipelines. ^Gas has 
become a fungible global com- 
modity like oil," says a source 
in Shell. This technological 
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SHIVAY BHANDARI 


PROSHANTO BANERJEE/ Chairman & Managing Director/ GAIL India 
“We have one block of gas in Myanmar. 


If we can't pipe this gas via Bangladesh, 
we will ship it to India" 


innovation is likely to make gas the 
most important energy source in 
the world by 2025. Already, three 
large LNG terminals have come up at 
Dahej in Gujarat (5 million tonnes 
per annum), Kochi in Kerala (2.5 
MTPA) and Hazira (5 MTPA). Others 
are coming up in Kakinada (Andhra 
Pradesh), Dabhol (Maharashtra), 
Trombay (Maharashtra), Jamnagar 
(Gujarat) and Pipavav (Maharashtra) 
and are expected to be ready by 
around 2010. Together, these ter- 
minals will have a combined 
capacity of 50 MTPA of LNG. 

Analysts say the development 
of a gas-based economy will depend 
on three main factors: the level of 
domestic discovery, the demand- 
supply situation that will determine 
pricing, and the geo-political situa- 
tion around the country. There is 
currently a 1,835.6 MCFPD short- 
fall in gas supplies in the country. 
This is forcing many power and 
fertiliser companies to use environ- 
mentally-hazardous coal and the 
more expensive naphtha to fire their 
plants. That gap is expected to 
touch 6,001-6,354 McrrD in the 
next five years. 
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Thus, incremental supplies of 
1,412 McrPD from Reliance and 
between 1,765 and 2,118 MCFPD 
from the Gsrc field in the KG Basin 
will only partially bridge the yawn- 
ing, and growing, gap. A decline 
in the output of gas in the Mumbai 
High and the Bassein fields will be 
partly offset by higher production in 
the Panna-Mukta and the Tapti 
fields. The massive deficit will have 
to be met by LNG imports from 
Petronet, Shell and Enron LNG (as 
and when it starts functioning). 

The veracity of these projec- 
tions will depend, to a large extent, 
on capacity creation in the power 
sector—such as: Reliance Energy's 
proposed 3,740-Mw plant at Dadri 
in Uttar Pradesh and Tata Power's 
1,000-Mw plant, which may be set 
up in Bawana (Delhi), Jhajjar 
(Haryana) or Bulandshehar (up)— 
conversion of liquid fuel-based fer- 
tiliser and power plants to gas-based 
ones, rolling out of domestic gas 
distribution projects in a number 
of cities and growing industrial 
demand. According to ICRA's pro- 
jection, the country is set to increase 
its gas-based power generating 
capacity by 30,000 Mw over the 
next 12-15 years. This will translate 
into an incremental demand of 
3,530-3,883 MCFPD of gas. 

But the government's subsidy 
policy threatens to derail all these 
projections and projects. User 
industries have based all their 
calculations on the subsidised 
rate of $1.6 (Rs 70.40) per MBTU 





(million British thermal unit). The 
market determined price of $4-5 
(Rs 176-220) per MBTU is two-and- 
a-half to three times as high. No 
wonder then, a company like Shell, 
which has invested Rs 3,000 crore 
on setting up an LNG plant at 
Hazira, finds few takers for its LNG. 
Says Subhomoy Mukherjee, Head 
(Oil & Gas Research), ICRA: *A 
market-driven pricing mechanism is 
critical for attracting investments 
in upstream exploration and pro- 
duction activities, cross country 
pipelines and the LNG business”. 
The government has to get its act 
together, otherwise the gas story 
may go kaput. 

New energy sources—coal in 
the 19th century and oil in the 
20th—changed the global political 
and economic equations at different 
points of time and powered Great 
Britain and the us, respectively, to 
positions of global dominance. 
Experts are unanimous that the cur- 
rent century will be powered by 
gas. The government has to act if 
India is to catch the bus this time. 


SARTHAK BEHURIA/ Chairman/ Indian Oil Corporation 


“We are investing Rs 24,000 crore on gas, 
Boone refineries, petrochemicals and 
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The Search Within 


The significant gas finds in the KG Basin have rekindled 
foreign interest in India's oil and gas reserves. py ASHISH GUPTA 


N JULY 31, 2005, THE 

government will ann- 

ounce the winners of 

the sixth round of the 

New Exploration and 
Licensing Policy (NELP). Up for grabs 
are 20 blocks—six deepwater, two 
shallow and 12 onshore—in Kerala, 
Konkan, Mahanadi Basin and the 
Gulf of Cambay that will, hope- 
fully, reduce the country's depen- 
dence on oil imports. 

The most heartening feature 
of the current round of bidding is the presence of a 
record 26 foreign oil majors; 17 of these are first- 
timers in India and include British Petroleum and 
Foresight (both from the Uk), Petrobras (Brazil), ENI 
Spa (Italy), Zakros Holdings Limited (Cyprus) and 
Birkbeck Investment Limited (Mauritius). This is a 
welcome change from the past when global interest 
in the Indian hydrocarbon sector was, at best, luke- 
warm. For instance only 27 bids were received for 48 
blocks offered in NELP-I (See table). Under NELP-m, 45 
bids received for 23 blocks. 

Why this sudden burst of attention on India? The 
large gas finds in the Krishna-Godavari (KG) Basin and 
Barmer district in Rajasthan have acted as the catalyst 
behind this revival of interest in the bidding process. The 
Reliance-Niko Resources joint venture discovered an 
estimated 14 trillion cubic feet (TCF) of gas in 2002 in 
the KG Basin—the largest such find that year. Cairn 
Energy of the UK also struck gas in the same area under 
NELP-I in 1999, Niko Resources of Canada followed this 
up by discovering gas in an onshore block near Surat 





(Gujarat) under NELP-II in 2000 
within one-and-a-half years of being 
awarded the block. 

In June this year, the state gov- 
ernment-owned Gujarat State 
Petroleum Corporation (GSPC) dis- 
covered what it claimed was a 20 
TCF natural gas field in the KG 
Basin. The jury is still out on the 
authenticity of this figure but if 
proved correct, it will make this 
the largest strike in India. 
Investments, too, have begun to 
flow into this sector. Between January 1999 and 
March 2005, companies like Reliance, Oil and Natural 
Gas Corporation (ONGC) and Cairn Energy invested 
Rs 4,652.64 crore on infrastructure to exploit these 
discoveries. The total investment over the previous 40 
years was Rs 7,262.45 crore. 

Thus, greater transparency in the bidding process 
and recent finds have given a fillip to exploration and 
production activities in India. But the government still 
needs to address several issues if it wants India to remain 
on the radar of the really big players. First, there is an 
urgent need to set up an independent regulator that will 
lay down the rules and arbitrate between players in case 
of disputes. Secondly, greater availability of seismic data 
and reduced red tapism will help increase India's 
attractiveness as an investment destination. 

"What will really turn the tide in India's favour are 
a few more finds," says Rajeev Thakur, Head of 
Research at credit rating agency ICRA. 

NELP-V is due on July 31, 2005. It's for the gov- 
ernment to seize the moment. 


YEAR NO.OF BLOCKS ^ BIDS RECEIVED 


NELP-I 
NELP-II 


NELP-III 
NELP-IV 
NELP-V 
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BIDS ACCEPTED © COMPANIES 


25 ONGC, RELIANCE, CAIRN 
27 NIKO, RELIANCE, ONGC 
22 RELIANCE, HARDY EXP. 
29 ONGC. CSPE 
N.A. BP, PETROBRAS 


' The Worldwide Search 


As India's energy needs multiply, domestic oil majors are 
looking beyond borders for oil and gas equity. sY ASHISH GUPTA 


A 





N 2003, ONGC VIDESH (OVL), A 100 PER CENT 
subsidiary of state-owned Oil and Natural Gas 
Corporation (ONGC), acquired a 25 per cent 
stake in the Greater Nile Oil Project in Sudan for 
nearly Rs 3,600 crore ($720 million) from 
Canada's Talisman Energy. But why invest in a coun- 
try plagued by terrorism, civil war and rampant human 
right violations and civil wars? Those, and the looming 
threat of Us sanctions, were precisely why Talisman 


THE SEARCH FOR OIL EQUITY ABROAD 





NAME OF COMPANY 














Sakhalin I's 
§ Molikpak 
= platform: OVI 


SHARE OF OIL/GAS 


OVL GREATER NILE SUDAN Rs 3,600 crore 3 MTPA 

OVL SAKHALIN | RUSSIA Rs 8,800 crore 2.8 MTPA 
10C SOUTH PARS IRAN Rs 4,400 crore 9 MTPA LNG 
RELIANCE BLOCK 9 YEMEN N.A. N.A 

OVL LAN DO VIETNAM Rs 980 crore 4596 N.A. 


pulled out of the country. Is this a case of fools 
venturing where angels fear to tread? The answer to 
that will have to be a qualified no. An oil field pro- 
ducing 12-million-tonnes a year is just too precious 
a prize to pass up. But the political risks may just get 
too heavy to bear in future. 

Earlier, in 2000-01, ovr. had bought a 45 per cent 
participating interest in the gas project offshore of 
Vietnam. This field now produces 1,349 billion cubic 
metres of gas per year. It also has a 20 per cent share in 
the Sakhalin I project off the East coast of Russia. 
Production is likely to commence in 2005-06 and 
reach full capacity in the last quarter of 2006-07. 
These fields are expected to yield 307 Mr of oil and 485 
billion cubic metres over the next 15 years. OVL has 
stakes in 15 properties in Russia, Vietnam, Myanmar, 
Australia, Egypt, Qatar, Iran, Iraq, Syria, Ivory Coast, 
Libya, Nigeria and Sudan. Its total production from 
these investments in 2004-05 was 5.06 million tonnes 
of oil and oil equivalent gas. 

Other Indian companies have also jumped into the 
fray. Reliance already has interests in oil exploration 
blocks in Yemen and Oman. Videocon, too, has 
joined the oil and gas hunt. Over the next two-three 





years, the Videocon Group is expected to invest 
$150 million (Rs 660 crore) in global oil equity. 
Further, in December 2004, Gall India entered into a 
strategic cooperation agreement with Gazprom of 
Russia to evaluate and implement projects in the gas 
sector in India, Russia and other countries. 

Despite these successes, India has been slow to get 
its act together. It faces competition not only from 
the established western players who are entrenched 
in the field but also from China, which has aggres- 
sively sewed up deal after deal, often under the 
very noses of Indian rivals. 

But things are changing. Indian authorities have 
demonstrated that that they are willing to do busi- 
ness with global pariahs like Sudan and Myanmar and 
even risk US opprobrium in their search for energy 
security. Indian Oil Corporation's recent deal with 
Petrobras of Iran to develop a gas field in that country 
shows that the government is at last coming to grips 
with the hardball that accompanies multi-billion dollar 
global hydrocarbon deals. 

Now, it’s up to Indian companies, both in the 
public and private sectors, to deliver the goods. 
Really fast. 
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India's port 
infrastructure 
is creaking at 
the seams. 
This could 
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Global Dreams, Local Problems 


Here's a peek at what's going on in some of India's major ports. 


VISAKHAPATNAM, Andhra Pradesh 
Mos IS ESSENTIALLY A BULK CARGO HANDLING PORT. USERS FEEL 
it is quite safe as it has no mafia, but complain that the port lacks 
adequate storage space. Adds a Vizag Steel Plant official: "The 
depth of the channel should also be Increased to facilitate the entry, exit 
and handling of Panamax vessels at the inner harbour berths." The 
authorities are aware of these problems. "Tenders are being floated for 
the development of storage sheds and warehouses," informs 
Visakhapatnam Port Trust Chairman K. Ratna Kishore. Plans have also 
been made to deepen and widen the inner 
harbour entrance channel in two phases. 
According to officials, the volume of traffic is CAPACITY 30 wr y 
expected to increase to 84 MTPA by 2014. PNRA 1,50,000 DWT li 
The port mainly handles iron ore, pellets, POL ^ 
(petroleum oil lubricant), coking and thermal 
coal, fertilisers and some general Cargo. INVESTMENTS Rs 3,544 crore 
E. KUMAR SHARMA 


K. BHASKAR RAO 













TURNAROUND TIME 3.2 days 





DWT: Dead weight tonnes 
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AWVASVNHSIMVN 


NDIA IS STEADILY EMERGING AS A 
auto manufacturing hub. The govern 
ment harbours ambitions of replicating 
China’s model of becoming the world’s 
factory. But port infrastructure, that cru- 
cial doorway to the global marketplace, doesn’t 
support these grandiose dreams. The harsh 
reality: Indian ports are small, antiquated, bure 
aucratic and expensive. In Chennai, Hyundai 
complains that apart from the capacity crunch 
at the city’s port, it also has to pay through its 
nose to send cars out, thereby partially neutra- 
lising the cost advantage that India provides. 
Says S.S. Rangnekar, Director, Shipping 
Corporation of India: “Indian infrastructure is 
woefully inadequate, not only in the ports but 
also in terms of road and rail linkages (to ports)." 
The good news is that government is alive 
to these problems. It has drawn up an ambi- 
tious Rs 60,338.53-crore plan (individual 
break-ups below) to expand capacities and 
to bring Indian ports up to global standards. 
This investment will help increase existing 
(2004-05) traffic flows of 384 million tonnes 
(MT) to 706 MT by 2013-14. Total port 
capacity will then be 918 Mr. This is in keep- 
ing with the international benchmark of 
having 30 per cent excess capacity in order to 
avoid congestion and delays. 


GLOBAI 


KANDLA, Gujarat 


Ko PORT, WHICH IS LOCATED IN THE KANDLA CREEK, IS A 
protected natural harbour, and mainly serves the states of 


berths over the next five years and is also partnering with pub- 
lic and private sector companies to set up additional cargo 
handling facilities. According to Kandla Port Chairman 


SHAILESH RAVAL 


Gujarat, Rajasthan, MP, Haryana and 
Punjab. The port, which has 11 opera- 
tional cargo berths at present, handled in 
excess of 40 wr of exports and imports for 
the third year running in 2004-05. It is 
now looking to expand capacities in a big 
way: it plans to add nine additional 





CAPACITY 
VESSEL SIZES 
TURNAROUND TIME 


INVESTMENTS 












42 mī 
N.A. 
N.A. 


rs4,985 crore 


Dx 


BN oc 


A, Janardana Rao, the best way to grow 
is through public-private partnerships 
The major problem Kandla faces is one of 
limited draught, but the new facilities 
will enable the port to host vessels with 
displacements of up to 90,000 tonnes 
CHARUDUTTA JEN/ 


Em T 


44 mī 

175,000 ow 
TURNAROUND TIME 2.5 days 
INVESTMENTS rs2,174 crore 





CHENNAI, Tamil Nadu 

HE CHENNAI PORT IS OFTEN CRIPPLED BY STRIKES. THE INFRASTRUCTURE IS ALSO NEAR 

breaking point. Says an official of Toyota Kirloskar Motor, which exports cars from 
the port: "Dur volumes have jumped from 1,120 in 2000 to 8,189 in 2005, but 
facilities at the port just haven't kept pace." The customs department works only five 
days a week. This means ships arriving at the port after office hours on Friday have 
to wait till Monday morning for clearance. Admits K. Suresh, Chairman of the port: 
"We can't really compare ourselves with global hubs like Singapore." 


RAHUL SACHITANAND 


J, Goa 

RMUGAO PORT HICH H LES 
Ts per cent of India's S iron ore exp- 
orts, is really stretched; a single crane 
breakdown means delays of a few days. 
Admitting this, Mormugao Port Trust 
Director S.S. Keshkamat says the port is 
operating at over 100 per cent capacity 
Another major problem: truck thorough- 
fare to the port is restricted; this cripples 


CAPACITY 31 MT large cargo movements. “With the incre- 
VESSEL SIZES 21 5,000 DWT ase in iron ore exports (which constitute 
80 per cent of the port's traffic) it has 
TURNAROUND TIME 1.65 days ius Pies 
become necessary to create additional 
INVESTMENTS Rs 808 crore berthing capacity,” she says. 


RAHUL SACHITANAND 





, Kerala 
T? KOCHI PORT IS OFTEN CRITICISED FOR BEING UNABLE TO HANDLE THE SEAFOOD AND SPICE 
exports that pass through it. According to the Seafood Exporters Association of 
India, over 300 containers, each carrying 20 tonnes of cargo, were stuck at the port 
for weeks last year, owing to heavy congestion. Says Kochi port Chairman Jacob 


Thomas: "The problem happened due to 
a breakdown in equipment and a surge 
in exports. Since then, we have had 
no issues and we plan to become a VESSEL SIZES 100,000 DWT 
regional hub in four years.” 

RAHUL SACHITANAND 


CAPACITY 16 wr 


TURNAROUND TIME — 1.5 days 
INVESTMENTS Rs 7,885 crore 









G. KRISHNASWAMY 


| gem cec gum qum ncn 


CAPACITY 16 wr 


VESSEL SIZES 50,000 DWT 


TURNAROUND TIME 2 days 


INVESTMENTS Rs 3,000 crore 





UTICORIN, Tamil Nadu 

Tre PORT, WHICH IS SPREAD 
over 2,500 acres, is not easily 
accessible. The closest airport is in 
Madurai, around 170 km away. 
The port, which is operating at 
over 100 per cent capacity, 
doesn't have any space to spare, 
says Tuticorin port Deputy 
Chairman T. Balakrishnan. But 
the Sethusamudram Project and 
the plans to deepen the anchorage 
point and widen the port entrance 
are expected to improve the situa- 
tion. Further, the single lane 
approach road is being four laned 
to provide easier access to the 
port, which handles commodi- 
ties like coal, fertilisers, salt, rice, 

sugar and stone. 
RAHUL SACHITANAND 


CAPACITY 
VESSEL SIZES 
2.94 days 


TURNAROUND TIME 
INVESTMENTS 


Rs 6,238 crore 






KOLKATA-HALDIA, West Bengal 
HE KOLKATA PORT HAS TWO DOCK SYS- 
tems—the Kolkata Dock System and 

the Haldia Dock System. The biggest 


problems: high turnaround times and low draught. Says A.K. Chanda, Chairman, 
Kolkata Port Trust: “Our problems are not understood because we are the only rive- 
rine port in the country.” A CII official complains that the port is over-congested. The 
roads leading to the ports are also in very poor shape. Tea, leather goods, jute pro- 
ducts and processed foods are the main items handled here. 


SANJIB MUKHERJEE 


CAPACITY 30 m 
VESSEL SIZES 
2.12 days 


TURNAROUND TIME 
INVESTMENTS 


capacity 33 m 


70,000 om 


Rs 2,405 crore 









AFS 


VESSEL SIZES 
TURNAROUND TIME 
INVESTMENTS 


CHARUDUTTA JENA 


PARADIP Orissa 


q PARADIP PORT HANDLES IRON, MANGA- 
nese and chrome ores, fertilizers and 
charge chrome. Its advantages: the 
absence of rocky bottoms and a tranquil 
harbour. But its problems far outweigh 
these pluses. Admits Subrat Tripathi, 
Deputy Chairman of the port: “Three 
things are vital to a port's functioning: 
smooth entry, storage and exit of cargo.” 
He adds: “Our performance has been 
hampered by poor road and rail con- 
nectivity.” The two main roads connecting 
Paradip to the rest of India witness daily 
jams. These are being four-laned and 
will be ready next year. A four-track 
freight service linking Paradip with 
Cuttack will also be ready next year. Till 
then, users will continue to suffer. 
CHARUDUTTA JENA 


JNPT, Maharashtra 


85,000 ow 


Less than 1 day 


Rs 15,877 crore 


CAPACITY 35 m 
VESSEL SIZES NA 


TURNAROUND TIME — 3 days 


Rs 1,948 crore 


INVESTMENTS 


MUMBAI, Maharashtra 
HIS. 130-YEAR-OLD PORT HAS BEEN 
long associated with shipping in 
Mumbai; the city alone contributes 28 
per cent of its total traffic. Ankit 
Miglani, Director, Uttam Galva Steel, 
has no complaints about this port, 
which he uses for both exports and 
imports. "The port is extremely effi- 
cient and functions very smoothly. 
The clearing doesn't take very long," 
he says. The ample space it has is a 
huge plus and ensures that there are 
no unnecessary delays. This is what 
sets it apart from most other ports in 
India. Mumbai port is used mainly for 
bulk and liquid cargoes and also runs 
and operates its own railway. 
PRIYANKA SANGANI 


JE NEHRU PORT TRUST (JNPT) IS LOCATED IN A DEEP, NATURAL HARBOUR 
and has sufficient back-up area that can accommodate any expansion 
plans in the foreseeable future. Its average turnaround time of less than 
one day is the shortest in India and comparable to any major port anywhere 
in the world. According to Ravi Budhiraja, 
Chairman, JNPT, there is no congestion at the 
port. But it faces a shortage of container hand- 
ling capacities and lacks back-up infrastructure 
for ship repairs. Extortion by the local mafia is 
also a problem here. The port handles 60 per 
cent of India's containerised traffic. 


PRIYANKA SANGANI 
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2005: A BPO Ouyssey 


Indian call centres have responded to security 
concerns by swinging towards totalitarianism. 


| The fuel that | | 
9 powers India's fi A rat 
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..is being carried | 
to the temples of 
modern India 
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= : 4 Hey, how come 

All agents have to deposit mobile phones he jd to keep 

and other devices with memory in lockers his phone? 
provided for the purpose Dy, 













$9 You'd do well to 

use the toilet 

H now; the first 
break isn't due 

for an hour 





You must appreciate 
what we are dealing with 
here; memory sticks are 

small enough to be 
embedded in jewellery 


Neeraj Bhargava, T.K. Kurien, CEO, 
E0, WNS Wipro BPO 


Watch what you say; 
everything is recorded 





Maybe profiling was a 
strong word. What I 
am trying to say is 
that we need to gauge 
if a potential 
employee has a 
certain bent of mind. 
I am talking of very 
generic levels of 
testing 


Jay Sitaram, — 
VP, Lionbridge India | 


WM Never do that; we are 
instructed to blank out 
the screen if a colleague 

stops by our terminal 


We used to toss around a softball but after the first ] 
security break that was prohibited. And anyone who joins 
or leaves the company must keep the local police informed | 


ly in some l 











After what has happened recent 
other call centres, why take a chance? 


"EE ——— NO 








The security 
_ doesn't 
impinge on 






Isn’t psycho 
profiling a 
violation of our 
basic human 
dignity? 


















< Ananda Mukerji, 
CEO, ICICI OneSource 


ER Ji 








— — | — - " Reports: Priya Srinivasan 
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| eavesdropping software that looks for | | services association is creating a | Pencilling: Rai 
specific phrases and alerts the | | database of all employees of BPos | ' «^c xn nee paran 
| network administrator immediately | in the interests of security Colouring: Kapil Kashyap 








EVERY SMALL AND MEDIUM BUSINESS NEEDS 


CONTACT 
IMMEDIATELY 


Adapted for 
Indian 
Requirements 


Financial | Manufacturing | Sales | CRM | POS | WMS | HR | Web Store 
| Data Warehousing | Business Intelligence | Messaging | e Commerce | ASP 





DU 


E th fi ht h th OMETIME THIS YEAR, THE DELHI-BASED 
ven as ey ig eac 0 er, English daily The Hindustan Times 
will launch, among others, an online 


online recruitment biggies recruitment portal. hat'll make it 


the second national daily to do so, 


Naukri and Monsterindia are after Bennett, Coleman & Co’s The Times of 


India. But won't their online recruitment 


going after their print riva Is. portals cannibalise the classifieds and weekly 


supplements that both the newspapers publish? 


E Sure, but the two print media giants reck 
At stake: A market that could — 7 omm 
heir « livisi at their lunch than the 
be worth over Rs 1 ,000 crore oo bees shire PEVA eae mers 


b 2008 space: Naukri.com and Monsterindia.com. 
y a BY AMANPREET SINGH here's another reason why the 


The QJobs Dust-up 


Naukri.com's Bikchandani: 
Monster has its eye on him 
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17,000 
80,000 


NO. OF CLIENTS 
NO. OF LIVE JOBS 
REVENUES 

Q4 REVENUES 
NO. OF RESUMES 36 lakh 
NO. OF ADDITIONS PER DAY 10,000 


45 crore (March 2005) 
11 crore (Jan-March 2005) 
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a 
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M ONST ER+ JOB BS AHE: EAD 


6,000 
70,000 
NA 

NA 

53 lakh 
8,000 


Source: Respective portals; NA: Not Available (Monsterindia refused to disclose its revenues) 


Rs 150-crore online recruitment 
business is hot: It is growing at a 
blistering pace. Naukri.com 
expects revenues to double to Rs 90 
crore end of this financial year, 
while Monsterindia.com, which 
acquired Naukri’s top competitor 
JobsAhead.com in June last year, 
hopes to grow rapidly too, although 
it wouldn’t share revenue figures 
with BT. Recruitment advertising in 
print, estimated at Rs 350 crore, is 
growing at a relatively modest 20 
per cent a year. Industry analysts 
estimate that by 2008, online rev- 
enues at a projected Rs 500 crore 
may be nearly as big as print’s. “Our 
competition is not another jobs site, 


but newspapers because they still 
have a huge pie of recruitment 
advertising,” says Arun Tadanki, 
President and MD, Monster Asia, 
whose motto for India this year is 
“Shred” (paper shreds). 


A Growing Market 

Today, the recruitment market is 
primarily split among three cate- 
gories of players. The daily news- 
papers, placement agencies/ search 
firms, and recruitment portals (see 
The Recruitment Market). According 
to industry estimates, there are 
5,000-odd placement agencies 
(headhunters included) that account 
for more than half of the industry's 





Monster Asia's Tadanki: The JobsAhead 
acquisition has balanced things some 


revenues of Rs 1,100 crore. As for 
the portals, there are about 10 of 
them in India, although “every 
placement agency thinks it has a 
jobs site of one kind or another," 
says Rajeev Gaur, General Manager, 
Timesjobs.com, which claims to be 
growing faster than both Naukri 
and MonsterIndia. 

There is some amount of over- 
lap in terms of advertising between 
print and the portals, but Benoy 
Roy Chowdhury, Business Head 
(Media Marketing) at The Hindustan 
Times, says that advertisers typically 
prefer print when they are looking to 
hire middle- to senior-level execu- 
tives, while the portals are preferred 
for entry-level recruitment. 
(Headhunters only do expensive, top 
management searches, while place- 
ment agencies have actually helped 
expand the online market). 

How does a jobs portal make 
money? Mainly from corporate cus- 
tomers, who pay anywhere between 
Rs 10,000 and Rs 45 lakh per 
annum to post vacancies and buy 
mailers to the database. They 
account for 75 per cent of the reve- 
nues of a portal like Naukri. Place- 
ment consultants account for 
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another 20 per cent, while the rest 
comes from job seekers, who can 
post their resumes for free, but must 
pay between Rs 850 and Rs 3,000 
for services like resume writing and 
resume mailing to consultants. 

So, the name of the game—no 
matter whether you are Naukri, 
MonsterIndia or Timesjobs—is 
volumes. The more Cvs posted on 
your portal, the more employers 
want to do business with you. Says 
Puneet Dalmia, who co-founded 
JobsAhead before cashing out last 
year: "Growth in this sector has to 
come from volumes, and that's what 
the battle is all about." How do 
recruiters decide which job portals 
to advertise with? Apparently, that 
isn't such a hard task. Says T. Hari, 
Senior Vice President (HR), Satyam 
Computers: *We are agency neu- 
tral, we choose sites for a pattern of 
skill sets and geographical areas." 
Interestingly enough, though, within 
the MonsterIndia fold, JobsAhead 
and Monster are positioned diffe- 
rently, The latter is priced aggres- 
sively, while the former is higher 
priced. *Both are great products 
and we want to sandwich our com- 
petition in the middle," says 
Tadanki, who headed sales at 
JobsAhead before joining Monster. 

While all the big recruitment 
portals boast of advertisers from a 
variety of industries, they are pri- 
marily dependent on IT and 
Ir-enabled services. For example, 
54 per cent of Monster and 
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THE RECRUITMENT MARKET 


It has three major categories. 


Search & Placement Firms 
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Recruitment 
Advertising 
Print 





ROWTH 


A Figures are respective segment growth over 
the previous year Source: Industry estimates 


JobsAhead’s revenues comes from 
the IT sector; in the case of Naukri, 
the figure is 40 per cent. But now 
both Tadanki and Sanjeev 
Bikchandani (incidentally, both are 
IIM-A grads) are looking at pursuing 
other sectors aggressively. Monster 
is looking at growing its business 
from banking and finance, pharma 
and textiles, while Naukri is chasing 
specialised verticals such as engi- 
neering and pharma. Says 
Bikchandani: “We still see rr as 


WHERE THEIR MONEY COMES FROM 


Both are heavily dependent on IT for recruitment ads. 


Cnaukri.com 
[pr — — i ir 
/— 2 Job Seekers 


3 International 
Business 


— 20 Placement 
Consultants 


35 Non-IT 






Figures are in per cent 
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36 Placement 
Consultants 


being big spenders, therefore, the 
value will come from rr and the 
volumes from the non-IT sectors.” 

Who's #1 in the Indian market? 
It’s hard to tell, since both Naukri 
and MonsterIndia-JobsAhead claim 
to be the leader. MonsterIndia won't 
reveal its revenue figures either. 
There are two websites, Alexa.com 
and Comscore.com, that monitor 
traffic on all sites on the Web, but 
their numbers are again disputed 
by the two rivals. *Comscore's 
MediaMetrix is independent," says 
Tadanki in defence of Comscore 
numbers that put MonsterIndia 
ahead of Naukri (15.38 million 
unique visitors versus Naukri's 
14.86 million, as per MediaMetrix's 
May 2005 report). Counters Hitesh 
Oberoi, Director (Marketing), 
Naukri: *Our ratings on Comscore 
were low and jumped immediately 
when we subscribed to them". 

But bragging rights don't matter 
as much as the industry's growth. 
On that count, both Bikchandani 
and Tadanki are optimistic. The 
overall recruitment market is 
expected to more than triple to 
Rs 3,500 crore by 2008, with online 
recruitment accounting for Rs 500 
crore (print will account for around 
the same, may be a bit more with the 
rest coming from head-hunting 
and placement services). What'll 
drive the expansion? Tadanki says 
three things: Creation of new jobs, 
people switching jobs, and wage 
inflation. Another thing that the 
online recruiters have going for 
them is the rapidly growing popu- 
lation of internet users. Today, 
Nasscom, India's software lobby, 
estimates that there are 35.6 mil- 
lion internet users in the country, 
compared to English newspaper 
readership of 19 million. By 2010, 
the number of internet users could 
grow to 100 million, compared to 
47 million English newspaper 
readers. So don't expect the 
online recruiter wars to lose steam 
just yet. Efl 
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bt personal finance 


6,500 - 


5,740.85 


5,000 - 
4,500 - 


4,000 - 


HERE'S GOOD NEWS AND 
there's, well, good news. 
7,000 (or 7,300-odd), 
it transpires, isn't the 
highest the Sensex will 
see over the next few years. After 
all, although the Sensex has zoomed 
North, it hasn't exactly kept pace 
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with corporate earnings; thus, in 
terms of the price-earnings multiple, 
the Sensex is still in the mid-teens 
with room for growth. *Today's 
valuation has still not reached the 
frenzied levels reached in earlier 
bull runs of 1991, 1994 and 2000," 
says Mihir Vora, Vice President and 

















head, Equities, ABN Amro Asset 
Management. All this would imply 
that there is money to be made 
from the stock market, even now, 
with due respect to that old caveat 
about retail investors entering the 
market just around the time it peaks. 
The way the experts this magazine 


There is still money to be made 
from the stockmarket. Here's 


hOW. BY ASHISH GUPTA, 


RAHUL SACHITANAND AND 


PRIYANKA SANGANI 
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Life After 7,000 
The Smiles Are Back 





July 7, 


7,076.52 


June 21, '05 





spoke to see it, there are three broad 
ways in which investors (or poten- 
tial investors) can make money with 
the market at its present levels: by 
getting into equities; by getting out 
of equities and investing the pro- 
ceeds elsewhere; and by churning 
one's investment portfolio. 


Entering at 7,000-levels: You could 
be a whiz at picking stocks, you 
could be a consultant with a multi- 
national firm in possession of sound 
knowledge of how companies work, 
or you could have a lucky charm 
that never fails, but listen to rea- 
son. Do not, we repeat, do not 


invest directly in equity. “The retail 
investor who wants to enter the mar- 
ket at this level should invest in the 
systematic investment plan of mutual 
funds,” says Ved Prakash Chatur- 
vedi, CEO, Tata Mutual Fund. “That 
way, he can ride the ups and downs 
of the market, yet not have to do so 
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More Indians will continue to buy 
homes and, at another level, the 
. government will have to continue to 
focus on infrastructure, both factors 
that should keep demand for 
cement up. Given that there has 
not been significant addition of capacity over the past 
three years, and the construction boom in West Asia, 
the sector looks good for the foreseeable future. 





The housing and infrastructure 
boom should help the cause of 
this sector too; then, there's the 
fact that companies across India 
are in investment-mode, pumping 
in money into Greenfield projects 
(which will be implemented by one engineering major or 





another). Then, there is the government's Rs 1,72,000- | 


crore Bharat Nirman plan. The sector looks built to last. 
UNDERVALUED STOCKS: L&T, Crompton Greaves 


It's a simple demand-supply thing. 
In 2004-05, india produced 130 
lakh tonnes of sugar, and consumed 
185 lakh tonnes. Then, Thailand 
and Cuba, both significant exporters 
of the commodity to India, cut back 
because of increased domestic demand (in the first 
Case) and problems in the local economy (in the 
second). Indian sugar manufacturers are still smiling. 
UNDERVALUED STOCKS: Bajaj Hindusthan, 
Balrampur Chini 















Banks, as any analyst worth his 
DCF (that's discounted cash flow) 
will tell you, are a proxy for the 
economy of a country. Ergo, as long - 
as the economy grows, banking 
and finance stocks will thrive. With 
the penetration of most banking and finance products 
still in single digits (it is an average of 30 per cent to 
40 per cent in the developed world), there is enough 
room for growth. For instance, a mere 2 per cent of 
India's population has availed car loans and just 
around 5 per cent is covered by insurance. Even a hike 
in the interest rate (if it eventually happens) is unlikely 
to prevent the market for banking and finance 
products from growing. Ere 1 


TALITY, TRAVEL & TOURISM 
— m Tried booking a hotel room in 
Bangalore or Delhi lately? Or in any 
number of tourists and business | 
travellers (Indian as well as foreign) 22 
TET ED increasing by the day, hotels across 
the country have seen huge increases in occupancy 
rates with most large ones in the metros being full up - 
around the year. This increasing demand has, 
consequently, resulted in tariffs going up substantially 
as well, with Nilesh Shah, President, Kotak Mutual 
Fund, claiming that the increase has been between 20 
per cent and 25 per cent. Then, the number of tourists 
into the country is expected to grow by around 30 per 
cent this year. This boom will last. 





on his own." Indeed, most experts 
like Chaturvedi caution retail inves- 
tors from investing even in sectoral 
or niche mutual funds. They have a 
point there: the current bull run is 
broad-based and it is virtually 
impossible to make informed choices 
on sectors. *The new retail investor 
should leave stock-picking to the 
experts," says Nilesh Shah, President, 
Kotak Mutual Fund. So there. 
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Exiting at 7,000-levels: The exit itself 
is easy enough. If you have a port- 
folio and have stayed invested for 
at least a year, you are sure to make 
money, a lot of it, now. The tricky 
part is what to do with the money, 
assuming that you, as a rational 
investor, would want to put the 
money into a sure thing (fine, there 
are no such things, but you get the 
picture). Real estate, despite recent 


reports about a coming bust, may 
be just the thing for you. Only, this 
option is restricted to the heavy hit- 
ters, those that have at least a few 
tens of lakhs to invest and, preferably, 
a few crores, “It doesn’t make sense 
to buy land in a developed residential 
area where prices will be more or less 
stable,” says Mayank Saxena, a con- 
sultant at real estate firm Chesterton 
Meghraj. “In Bangalore, for instance, 





Measuring up 
to high quality 
standards. 





Union Bank receives 
ISO 9001 2000 certification 
for 533 branches 

and administrative offices. 


Union Bank is relentlessly focused on extending quality service to its customers. 
This sustained thrust has now been recognized with the awarding of ISO 9001 2000 
accreditation to 533 branches along with our administrative offices. 
Now at Union Bank, you can bank with high standards of excellence. 


www.unionbankofindia.com 











SECTORS THAT CAN BE SAFELY IGNORED 


IL & GAS TECHNOLOGY 








FIVE STOCKPICKS 


the potential around the new inter- 


In the age of free will, you get to pick from six. national airport is phenomenal; you 
can buy land at Rs 80 lakh an acre 
Sales* PAT* PE Multiple* and sell it in a couple of years for 
6,859.66 1,859.19 32.9 Rs 3 crore." There are similar oppor- 
tunities across the country. Then, if 
safety, not appreciation, is your thing, 


try gold. And if you are willing to be 
a little adventurous, go for art. 
Churning portfolios at 7,000-levels: 
There is a simple 1,2,3 formula to 
churning your portfolio when the 
rs T Sensex is at these levels. One, sell all 
1,948.09 s iie "S Sensex and Nifty stocks keeping 
just enough heavyweights back to 
account for 10 per cent of your 
investment portfolio. *When the 
PE Multiple * Sensex is peaking, it is advisable to 
1,158.43 52.45 40.3 sell Sensex and Nifty heavyweights,” 
says Rajesh Jain, Director and CEO, 
Pranav Securities, a Mumbai-based 


- PAT? PE Multiple* brokerage. Two, invest in sunrise 





PE Multiple* 
3,474.02 547.06 41.9 





sectors such as retail and media 
where the scope for appreciation 
is significant. And three, sniff out 
turnaround stories that haven't yet 
been noticed. If the economy is on 
105.86 30.4 a roll, it stands to reason that some 
companies that were once doing 
badly are now doing better. 





+ As on July 7, 2005 All figures in Rs crore except PE Multiple * For 12 months ended Mar. 31, 2005 
** For 12 months ended Dec. 31, 2004 ^ For nine months ended Mar. 31, 2005  && For six months ended Mar. 31, 2005 
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bt mutual funds 


The Smiles 
Are Back 


The first quarter of 2005-06 e 
run on the BSE, providing amp 


A BT-MUTUALFUNDSINDIA.COM REPORT. 


HE FIRST QUARTER OF 2005-06 

| ended in a blaze of glory at 
the stock market. The BSE 
Sensex closed June 30 at its (then) 
all-time high of 7,193.85 points. 
In line with this, mutual funds (MFs) 
registered improved returns com- 
pared to the previous quarter. The 
proof: no scheme registered nega- 
tive returns. The caveat: profit 


SIMPLE RETURNS 


Equity Diversified 
Rank Scheme 







*Emerging Business scheme 
Income Simple 


Rank Scheme 


Figures are for three months ending June 30, 2005 









booking by MFs meant they couldn't 
actually beat the markets. The Nifty 
and the Sensex returned 11.38 per 
cent and 12.73 per cent, respec- 
tively, while equity diversified 
schemes could manage only 9.1 
per cent. Of the 97 schemes con- 
sidered, 21 beat the Nifty and only 
14 outperformed the Sensex. And 
the assets under management (AUM) 


Absolute 
returns (75) 


Simple 
Annualised (%) 


© 11.09 
E 9.76 

- 925 
815 
10 
455 








nded with a bang, thanks to the bull 
le returns to mutual fund investors. 


of the MF industry increased 10 
per cent to Rs 1,65,332.35 crore at 
the end of June. 


Simple Returns 

In the equity-diversified category, all 
rank holders (one to five) returned 
over 15 per cent. The sei Magnum 
Sector Umbrella-Emerging Business 
Scheme retained its pole position 


Simple 
Annualised (75) 
~ 16.84 


Rank —— Scheme 
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RISK-ADJUSTED RETURNS 


Equity Diversified 
Risk-adjusted Risk 
Rank Schemi 


ice Growth 


Figures are for three years ending June 30, 2005 





Reliance Income Fund-Retail-GP Moderate 
Figures are for two years ending June 30, 2005 


with returns of 20.11 per cent. The 
corpus of the scheme grew from 
Rs 138.76 crore in March to 
Rs 208.12 crore in June. Among 
balanced funds, topper HDFC 
Prudence, with 28 per cent of its 
assets invested in debt and 63 per 
cent in equity, returned 10.76 per 
cent. In the MiP (monthly income 
plan) category, Reliance MiP emerged 
7*1, with 16.84 per cent returns. 


Among income funds, topper 


Uri Bond Fund's corpus fell from 
Rs 549.85 crore to Rs 526.59 crore. 
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Balanced 
Risk-adjusted Risk 
Rank Scheme Category 


Moderate 
High 
Low 

High 
5 Kotak Balance Moderate 
Figures are for three years ending June 30, 2005 


1 HDFC Prudence Fund 













3 DSP ML Balanced Fund 






Gilt 
Risk-adjusted Risk 
Rank Scheme Category 





Figures are for two years ending June 30, 2005 


In the Gilt category, Principal G-Sec- 
Investment Plan, the #1, saw its 
fund size going up by over 50 per 
cent. With returns of 11.09 per cent, 
it was the only scheme in its category 
to give double digit returns. 


Risk-adjusted Returns 

The schemes were also analysed on 
the basis of the risk-adjusted returns, 
In the equity diversified category, 
Tata Equity Opportunity Fund, 
with 10.52 per cent returns, retained 
top billing this quarter. The 


WV NINDOS 


balanced category also didn't see 
any change at the top, with HDFC 
Prudence retaining the #1 slot. 
However, last quarter's #4, Tata 
Balanced, and #5 Prudential icici 
Balanced, gave way to Alliance 95 
and Kotak Balanced Fund, respec- 
tively. Continuing the trend seen 
in the earlier two categories, FT 
India MiP-Plan A stayed at the top of 
the MIP category. This scheme allo- 
cated 19 per cent of its corpus to 
equity and 65 per cent to debt. 

In the income category, too, last 
quarter’s topper, Escorts Income, 


MIP 





Liquid 
Risk-adjusted Risk 
Rank 


HDFC Cash Mgmt Fund —— 


Figures are for two years ending June 30, 2005 





retained its perch. The scheme had 
94 per cent of its allocation in debt 
and 6 per cent in cash and liquids; 
its fund size increased from 
Rs 18.17 crore to Rs 25.83 crore. 
There was a change at the top in the 
Gilt funds category, though, with 
Templeton Gsr Treasury Plan 
replacing uri Gilt Advantage stp as 
the numero uno. 

With the stock market in the 
midst of a bull run, investors 
in MFs should have a happy time 
ahead. m 
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Are they pioneers? Or teachers? 


The world's space agencies explore the universe ; 
with the help of HP technology and services 
from network management to massive comput": 
for trajectory planning. This lets the agencie 
focus less on IT issues and more on their rea 
mission: fo share the secrets of the stars wit! 


QU explorers those of us back home 
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= everything is possible 
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COACHING INSTITUTE JOBS 


Blackboards, Not Boardrooms 


Hordes of graduates from IITs and IIMs are joining engineering and management-entrance Coaching institutes as 


teachers. Surprised? BY AMANPREET SINGH 


three recruiters across all Indian Institute of 

Technologies,” boasts D.K. Goel, who offered 
jobs to 102 irrians during last year's placement season. 
He must be one of those top tT recruiters or at least the 
human resource head of a big engineering company, 
right? Wrong. Goel, hold your breath, is the Managing 
Director of Delhi-based Forum for IIT-Joint Entrance 
Examination (FIIT-JEE), the coaching company that 
runs 22 centres across the country for 10+2 students 
wishing to break into the exclusive nt club. And the 85 
fresh irr graduates who finally joined him in 2004, work 
as Physics, Chemistry and Math instructors at FIIT-]EE 
centres across the country. 

If you thought a bright, young IITian would have 
preferred a plum posting with a happening Indian or 
global firm, think again. At Career Point, another 
pre-engineering coaching institute, a third of the 
350-strong faculty hails from urs. It is much the 
same for institutes preparing students for B-schools, 
such as Career Launcher, which employs over 60 


I: THE NEXT THREE YEARS, WE WILL BE AMONG THE TOP 


top business school graduates, 40 of them from the 
Indian Institutes of Management (IIMs). Another 
B-school focussed institute, Institute of Management 
Studies (IMs) boasts over 70 top B-school MBAs teaching 
full- and part-time at its 75 centres, 

It isn’t surprising that these schools should hire 
people from the irrs and Ms. The boom in the 
education sector, the need to professionalise their 
operations, and competition are just some of the reasons 
why such schools, some 20 of which have mushroomed 
across India over the last decade, are focussing on 
hiring the best. The question that is begging to be 
asked, however, is: what’s in it for young engineers and 
PGDBMs from institutes such as IITs and IIMs? 


Money, Life And Growth 

“They offered me something different, freedom,” says 
Anirudh Phatke, a 35-year-old M Lucknow alum on his 
reason for joining Career Launcher right after his 
graduation in 1999, “I did not want a corporate job; the 
teaching bug had bitten me,” says Phatke, who tried his 


En route to becoming a model teacher? FIIT-JEE's Manish Sharma at work in Delhi 
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_____With a boom in the education sector, coaching centres _ 


KALYAN CHAKRAVORTY 





Switching gears: IIM-graduate Anirudh Phatke (Left) and IITian Satyendra Kumar have been bitten by the teaching bug 


COACHING HOT SPOTS 
CAREER LAUNCHER 


hand at human resource consulting 
with PeopleOne in Bangalore for some 
time before returning to Career 
Launcher in 2003. Or take the case of 
25-year-old Manish Sharma, who 
graduated in textile engineering 
from rrr, Delhi four years ago. He 
always wanted to be a teacher and 
FIIT-JEE paid well. 

People such as Sharma are 
consciously choosing to enter the 
vocation; there is no hint of being 
bulldozed by either circumstance or 
lack of job options. *There is sim- 
ply no frustration, for the IIT label 
could have got me any other job,” 
says Sharma. 

A full-time teacher, especially one 
from an IIT or IIM, starts at a salary of 
Rs 6-8 lakh per annum, with those 
who stick on reaping the rewards 
pretty fast. According to FIT-JEE'S [MS 
Goel, Sharma's employer, the irr-Delhi 
alum is thriving at his job; if all goes 
well, he hints, Sharma could be earning 
double the Rs 6 lakh he does now, 
next year. Now, even happening 
industry sectors such as aviation, 
media, entertainment or IT do not 
offer 100 per cent jumps in 
compensation within a year of joining. 

“There is nothing better than teaching. Every other 
job breeds monotony,” says Satyendra Kumar, a faculty 
member at Career Point, Kota, Rajasthan. After 
graduating from irr Kharagpur in 2001, Kumar, 26, 
came to Kota to teach simply because he finds cracking 


Centres 70 














* Average salary per annum in Rs lakh 


IIT-JEE question papers challenging. 
With just four years of teaching 
experience behind him, Kumar, who 
gets paid Rs 14 lakh per annum, is 
already a hot favourite in this coaching 
institute town, with job offers pouring 
in from most competing institutes 
almost every day. 


Other Designs 
Even though these coaching institutes 
have become a serious career option for 
many premier engineering and 
management school graduates, there 
are others for whom it is just a short- 
term affair on the road to better things, 
or simply a second source of income. 
*Yes, there are some people who use 
these institutes as a stop-gap 
arrangement, but it’s rare,” says Ritesh 
Hemrajani, Regional Director at IMS. 
For 30-year-old Nikunj Bhagat, 
an IIM, Bangalore alumnus and a 
chartered accountant by profession, 
teaching at IMS in Kolkata was a ticket 
back to his hometown after working 
for a year with Hewitt Associates in 
Delhi. “It’s a good floatation device in 
terms of money,” says Bhagat, who, 
while he enjoys his stint at IMS, has his 
heart set on growing his CA practice in 
Kolkata. Whatever the recruit's reasons for joining, 
clearly these coaching institutes have their flags firmly 
placed at the best engineering and management ins- 
titutes in the country. Infosys, Hindustan Lever and 
McKinsey, please take note. 
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COUNSELLING 





| am a 30-year-old engineer working for a steel manufacturing 
company. My manager, a very focussed and driven person, 
reaches office before others, works long hours and is willing 
to sacrifice family and friends for work. The problem is that 
he expects his staff (including me) to emulate him. While | 
do my work sincerely, | feel | should also give adequate time 
to my family for a more balance, less stressful life. How do 
| approach my boss on this? 

Although you may find it difficult to get through to your 
boss, try raising the *work-life balance" issue in a subtle 
way so that he, at least, starts thinking about it. If, how- 
ever, you feel that he resents you in some way or has 
told you in no uncertain terms what his expectations 
are, you probably need to have a chat with him. I’m sure 
there must be others in your office in a similar position. 
In that case, you could all approach your boss' superior 
together, who may be able to counsel him. Having said 
all this, I must also tell you that there are times when 
deadlines dictate long hours and hard work, and you 
need to be able to cope with this. 


| am 28 years old and work for a mid-rung pharmaceutical 
company. I've been offered a job with another pharma 
company that is one of the leaders in the country, and the pay 
packet offered is also much better than what | get now. 
Normally, | wouldn't have thought twice about joining this 
company, but the problem is that | have received negative 
feedback on my future manager from friends who work in that 
company. Should | take the job? 

Without having any specific information on what 
exactly the issue is with your future boss, it will be dif- 
ficult for me to give you any specific advice. Generally 
speaking, however, if it is something you think you can 
handle or at least ride out for a couple of years, then go 
for it. You will at least gain some experience, which will 
only add to your resume and boost your future career 
prospects. On the other hand, if you think you are going 
to be miserable, then you need to give this offer a 
second thought. But, do remember that sometimes 
one can get the best possible training only under a 
tough boss. Remember the timeless saying: When the 
going gets tough, the tough get going. 





HELE 
TARUN! 


| am a 60-year-old retired civil servant and along with three 
of my relatives, | wish to open a chain of restaurants. 
Although | don't have any kind of training/experience, my 
would-be partners have enough of it. The problem is that we 
don't have sufficient finances, so we're thinking of taking a 
loan. Do you think entering into a new territory is a good idea 
at this stage of my life? Also, do you think that | should 
undertake some kind of training? 

There are many people for whom retirement doesn't 
necessarily mean an end of their professional life. 
However, don't put your entire retirement money 
into the business. Make sure you keep a certain sum 
aside so that there is a fall back option if the business 
doesn't do well. Secondly, choose your partners care- 
fully and remember too many cooks always spoil the 
broth. And even if your partners are experts, | suggest 
you undertake some training. When you take a loan, 
make sure you and your partners have equal collateral 
in it. Lastly, it is a bad idea to do business with relatives. 
All I can say is that it tends to complicate things. 


I'm a highly-qualified music teacher in a small-town boarding 
school. Although I've made numerous improvements to the 
school's instrumental music programme, | experience 
incessant bullying from a person they hired to co-teach 
chorus with me. This co-teacher, a housewife, doesn't even 
have a formal music degree. This lack of qualification (and 
knowledge) has probably made her insecure, and | believe she 
is spreading rumours about my lack of ability. All this is 
hurting my self-esteem. Should | quit? 

Is it the co-teacher's insecurity or is it your own? If you 
are insecure, it will give others a chance to take 
advantage of it and as a result, the gap between the 
two of you will only get bigger. I suggest you see this 
co-teacher as an ally rather than an adversary. Once 
you start treating her like that, you may be surprised 
to see her attitude change. I must also bring to your 
notice that legendary musicians Vishnu Digamber 
Paluskar or Lata Mangeshkar did not have formal 
degrees in music. Always remember that in every 
school, there is going to be some amount of politics 
and you will have to learn to deal with it. 


Answers to your career concems are contributed by Tarun Sheth (Senior Consultant) and Shilpa Sheth (Managing Partner, US practice) of HR firm, 
Shilputsi Consultants. Write to Help, Tarun! c/o Business Today, Videocon Tower, Fifth Floor, E-1, Jnandewalan Extn., New Delhi—1 10055. 
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Headhunting T he 
Headhunter 


It's a buoyant job market for headhunters too! 


VIVAN MEHRA 


Stanton Chase's Venkat Shastry: Headhunters add value 


TAA JOB MARKET AND A STEADY INFLUX OF NEW 
»xecutive search firms over the past year or so has 
resulted in an interesting trend of headhunters being 
headhunted. Across the hierarchy of executive search 
firms, from consultants upwards, offers are literally 
pouring in from corporates, competition, even second 
tier placement firms. At the partner level, it's quite a 
mixed bag with offers to head new search firms, 
even offers to join the corporate bandwagon as HR 
heads becoming the norm today. “Corporates are 
beginning to realise that headhunters add value," 
explains Venkat Shastry, a partner at executive search 
firm Stanton Chase. Even top business school gradu- 
ates are looking at executive search as a serious 
start-up career option these days, primarily to receive 
some exposure to top management. There has been 
a 20-25 per cent growth in salaries for headhunters, 
with partners taking home almost Rs 35-40 lakh 
per annum, and that's not including the 30 per cent 
plus incentives on placements they make. 
AMANPREET SINGH 








Bank(ing) On 
Relationships 


Banks cannot have enough of relationship managers. 


T WAS BOUND TO 
happen. A strong 
economy, a buoyant 
stock market and 
sky-high corporate 
salaries have fuelled 
the demand for 
‘relationship mana- 
gers’ across banks in 
India. With more 
money in an ave- 
rage middle-to-up- 
per class Indian’s 
pocket, he/she is not 
just saving and 
spending, but look- 
ing at investing 
wisely. It’s here that 
the banks’ relation- 
ship managers come 
in, both in prospec- 
ting for new consumers (and there are enough out 
there with retail banking penetration at just 8 per 
cent) and helping manage existing consumers’ 
portfolio across products such as deposits, loans 
and investment in stocks and mutual funds. 
“The customer is doing us a favour by banking 
with us and we need to nurture the relation- 
ship,” says K. Ramkumar, Head (HR), ICICI 
Bank. No wonder all banks, public, private or 
foreign, are hiring relationship managers with a 
vengeance. Such is the demand that anyone 
with an MBA will do, greenhorns included. ICICI 
Bank alone is hiring 500 relationship managers 
for its retail banking operations across India, 
South-East Asia and West Asia; the require- 
ment across the industry is an estimated 10,000- 

12,000 new openings this year. @ 
SUPRIYA SHRINATI 





May | help you? A relation- 
ship manager at work 
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Senior Management Jobs 





PROJECT MANAGER 

CEI India Pvt. Ltd. 

The incumbent must have development experience in J2EE - 
EJB, Struts, Websphere or Weblogic environment and 
experience in managing teams for three years or more where at 
least one project had 5 or more team members. 

Experience: 7 - 10 years 

Job Code: 19165629 


GENERAL MANAGER 
Godrej Industries Ltd. 
General Manager will be in-charge of the operations of the 
business in the assigned region. He/She will be responsible for 
systematic growth of business by achieving targets both top 
line and bottom line, in terms of volumes, values, contribution. 
Experience: 7 - 10 years 

. Job Code: 31348945 


PRODUCT MANAGER - POSTPAID 

BPL Mobile Communications 

The incumbent should have strong experience in BSS O & M 
with GSM/CDMA Vendor/ Operator/Consultant. Experience 
in MW installation, Commissioning, alignment & Fault finding, 
Installation & commissioning of BTS, BSC & XCDR. 
Experience: 6 - 8 years 

Job Code: 29957450 


DY. MANAGER 

Nagarjuna Oil Corporation Ltd. 

You would be responsible for sourcing, evaluating and buying 
inventory materials of relevant machinery, equipment, spare 
and components. You should be conversant with all procedures 
from tendering to order placement. 

Experience: 8 - 10 years 

Job Code: 28089560 


MICROWAVE HEAD 

GTL Limited 

We are looking at transmission people with 8-12 years of 
experience who have good expertise on Microwave, SDH and 
also with good presales exposure. The person should be very 
good in communication, with excellent analytical skills. 
Experience: 8 - 12 years 

Job Code: 31530967 


DIRECTOR OF TECHNOLOGY 

Elixir Web Solutions 

The incumbent would be responsible to establish practice 
charter, hire and grow the company offerings, direct overall 
technology growth at CO (new technology adoption), integrate 
with RTG to bring company IP into execution, etc. 
Experience: 10 - 15 years 

Job Code: 31564831 


HOW TO APPLY FOR THESE JOBS: 

|. Logon to www.monsterindia.com 

2. Click on "Search Jobs" link 

3. Type the job ID number in the "Keyword Search" field 
4. Click the "Search Jobs" button 


PROJECT MANAGER - JAVA 

Misys International Financial 

You should have strong management achievement in a complex 
organization, having successfully managed projects and worked 
with cross-functional teams (ie. Product, Development, 
Systems, Quality Assurance and Customer Support). 
Experience: 7 - 10 years 

Job Code: 31524174 


HEAD - HYDEL PROJECTS 

Kirloskar Brothers Limited 

You will be responsible for marketing, tendering and pre- 
tendering activities, coordination and supervision of all the 
activities related to construction and commissioning of small 
hydropower projects, project planning, scheduling, etc. 
Experience: 15 - 25 years 

Job Code: 31192421 


BUSINESS DEVELOPMENT MANAGER 

Iris Software Pvt. Ltd. j 

You will identify corporates & MNC in NCR, where IRIS 
software services can be offered and involve in the full sales 
process for staff augmentation, develop new client base by 
rigorously employing business development. 

Experience: 5 - 7 years 

Job Code: 31464241 


HR MANAGER & 
Keane, Inc. 

Job involves new employee induction, grievance handling, 
conduct regular employee meetings, facilitate communication 
meetings between employees and managers, coordinate 
performance appraisals and other HR processes. 

Experience: 10 - 15 years 

Job Code: 31527873 


RECRUITMENT MANAGER 

Stratify Software India Pvt. Ltd. 

Graduate with an MBA in HR would be preferable. You will 
handle the entire recruitment process for India and US offices 
and should have US visa processing experience. Job involves { 
designing the specifications for particular job requirements, 
Experience: 5 - 7 years 

Job Code: 31534330 


BRANCH MANAGER 

TVS Electronics Ltd. 

The candidate should have experience in leading a team with 
responsibiity for achieving sales and collection targets. Should 
have handled channel partners and multiple products across 
one or more geographical locations. 

Experience: 7 - 10 years 

Job Code: 31617603 


© monster.com 
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IT Jobs 


HP OPENVIEW TECHNICAL SPECIALIST 
Wipro Technologies 

The candidate will be responsible for evaluation of new EMS 
cools and implementing them at network operation center. The 
candidate must also possess excellent project management & 
rommunication skill and implementation team. 

Experience:4 - 6 years 

fob Code: 31532646 


HEAD - PROFESSIONAL SERVICES 

Digite Infotech Pvt. Ltd. 

lob involves managing entire SDLC based on workflow driven 
life-cycle & process templates, workflow driven modules: 
Requirement, Issue, Defects, Change, Configuration, Test 
Management, and compliant to CMMI requirements. 
Experience: 10 - 15 years 

Gob Code: 31567160 

5400 PROFESSIONALS - AMS 

IBM India Ltd. 

flob involves designing, developing, testing, implementation & 
maintaining of projects in AS400 Platform with skills in 
RPG/400, COBOL/400, CL/400, SQL/400, DB2/400, ILE 
Concepts & SYNON. 

Experience: 2 - 6 years 

fob Code: 30995142 


B SERVER ENGINEER 

Sun Microsystems India 
"The successful candidate will be working as part of the PTS 
[Software group and will be responsible for identifying 
‘problems in the code and working with the team to devise and 
implement improvements in the code/deployment processes. 
Experience: 6-8 years 
Job Code: 28860151 


PRODUCT ENGINEER 

Cadence Design Systems 

Product Engineer will be responsible for the Cadence Virtuoso 

Mixed Signal product line focusing on design environments. 

You will specifically to support the India Environment R&D 
forts and support strategic customer engagements. 

Experience: 8 - 10 years 

Job Code: 30673312 


SENIOR SOFTWARE ENGINEER 

Analog Devices India Pvt. Ltd. 

The incumbent should have knowledge in RTOS framework 
concepts for real-time DSP software system products. A good 
proficiency in C & DSP assembly level programming is a must. 
A good knowledge in DSP algorithms is essential. 
Experience: 3 - 5 years 
Job Code: 30464974 


ids TO APPLY FOR THESE JOBS: 

|. Logon to www.monsterindia.com 

2. Clickon "Search Jobs" link 

3. Typethejob ID number in the "Keyword Search" field 
4. Click the "Search Jobs" button 


ASIC- LOGIC DESIGN 

GDA Technologies Limited 

The incumbent should have experience in the areas of Digital 
design, architecture, RTL, verification, synthesis, DFT & Timing 
closure. Experience working in projects related to Networking, 
Computing, and Consumer Electronics applications is a must. 
Experience: 3 - 5 years 

Job Code: 28525448 

NETWORK QA ENGINEER 

Afila Tech India Pvt. Ltd. 

The candidate should possess outstanding problem solving skills 
in the diagnosis and resolution of issues. The candidate must be 
able to demonstrate proficiency to develop automated test suites 
using Perl, Tcl/Tk, SNMP, and/or Expect. 


Experience:2 -5 years 
Job Code: 27321235 


J2EE DEVELOPER 

NetEdge Computing Solutions 

The job profile would include program design as per specs and 
standards, coding, unit testing, implementation and integrated 
testing, maintenance and debugging in J2EE / Advanced Java 
environment. 

Experience: 1 - 2 years 

Job Code: 28229811 


SOFTWARE ENGINEER C++/COM 

NCR 

Candidate should have a BS and/or MS degree in Computer 
Science (or equivalent) or related discipline and have 
experience in a software development role. Roles should 
include designing and architecting software solutions. 
Experience: 3 - 5 years 

Job Code: 30508663 


HEAD - TECHNICAL INSTITUTE 

Essar Group 

Head-Technical Institute will direct and coordinate technical 
training, administrative and counseling activities of the 
Technical Institute for the fresh ITI Technicians, Diploma 
Engineers and Degree Engineers. 

Experience: 15 - 18 years 

Job Code: 30905710 


PROGRAM MANAGER 

Globespan India Pvt. Ltd. 

Responsibilities would include tracking, monitoring & control 
of various projects. Also responsible for planning, facilitating, 
structuring, scheduling & Tracking of the project with teams 
involved in design, development, documentation. 
Experience: 6 - 8 years 

Job Code: 30503955 
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Sales and Marketing Jobs 


BUSINESS DEVELOPMENT EXECUTIVE 

Frost & Sullivan India Pvt. Ltd. 

Job involves developing new business by following the Account 
Executive (AE) process, meeting sales targets and developments. 
Requirements - proactive telephonic sales calls, and introduce 
assigned clients to Frost & Sullivan's services. 

Experience: 1-2 years 

Job Code: 30392527 


BUSINESS DEVELOPMENT CONSULTANTS 
Oracle India Pvt. Ltd. 

The Business Development Consultants will analyze current 
applications sales patterns to identify new markets or industries 
into which we should see our products. Evaluate campaigns to 
improve our effectives & penetration into new accounts. 
Experience: 2-5 years 

Job Code: 31489854 


BUSINESS DEVELOPMENT MANAGER 
Motorola India Pvt. Ltd. 

The Business Development Manager will be part of the team 
responsible for developing the winning strategy and business 
model for global value mobile phone business, reporting to the 
Director of Business Development of this division. 
Experience: 7 - 10 years 

Job Code: 31453242 


MANAGER -MARKETING 

IMS Learning Resources Pvt. Ltd. 

You should be an MBA or Postgraduate from a reputed 
institute, with experience preferably in a service industry. You 
should possess excellent communication skills and 
interpersonal skills and should be a good team player. 
Experience: 3 - 6 years 

Job Code: 31292494 


SALES ENGINEER 

Sidmark Sales Pvt. Ltd. 

We are looking to hire a Sales Engineer to help us in building and 
expanding the engineering business. Your main responsibilities 
include developing new enquiries, sales and marketing of 
machinery and after sales services to our existing customers. 
Experience: 2-5 years 

Job Code: 31009109 


BUSINESS ANALYST 

ICS Infrastructure Pvt. Ltd. 

The incumbent should have worked with either IPC 
(International Property Consultant), an agency that specializes in 
research or worked for a prominent retailer looking at market 
analysis. 

Experience: 3-5 years 
Job Code: 31248787 


HOW TO APPLY FOR THESE JOBS: 

|, Logon to www.monsterindia.com 

2. Click on “Search Jobs” link 

3. Type the job ID number in the “Keyword Search” field 
4. Click the "Search Jobs" button 





EXECUTIVE - EQUIPMENT SALES 

Johnson Diversey India Pvt. Ltd. 

You will be responsible for sales of floorcare equipment li 
vacuum cleaners, scrubbing machines, scrubber dryers, 
sweepers, high pressure jets, floorcare products etc. in a hi 
competitive environment. 

Experience: 2 - 3 years 

Job Code: 31496216 

INSIDE ACCOUNT MANAGER 

Microsoft SMSG 

You will ensure overall account revenue targets are achieve 
drive for new revenue opportunities in conjunction wit 
Corporate Account Manager. Drive customer and p: 
satisfaction through understanding customer needs. 
Experience: 3 - 4 years 

Job Code: 29809041 


CORPORATE SALES MANAGER 

Hutchison Max Telecom Limited 

Job involves acquisitions of new corporate clients, maintai 
customer relationship with existing clients, facilitating 
customer service and customer relationship management { 
allocated accounts. 

Experience: 2-5 years 

Job Code: 31420467 


AREA SALES MANAGER 

Hewlett Packard 

ASMs would guide Partners’ management team on busine: 
strategy and give them directions that would help the parti 
deliver value to both customers and HP. 

Experience:2-4 years 

Job Code: 31240603 


TERRITORY MANAGER 

Global Information Systems Technology Pvt. Ltc 
You will be responsible for sales and business growth of 
eResources and Print publications from world's leading 
International Publishers including eJournal Libraries in 
Engineering. 

Experience: 5 -7 years 

Job Code: 31350808 


ASSISTANT MANAGER-TECHNICAL 
SOLUTION(PRE-SALES) 

Nous Infosystems Pvt. Ltd. 

The ideal candidate should be an experienced Pre Sales Sut 
Specialist with strong customer facing skills. 

Experience: 5-7 years 

Job Code: 31650532 


© monster.com 
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Finance Jobs 


DIRECTOR - FINANCE & ACCOUNTS 

ACS, Inc. 

"he Director of Finance manages the staff and operations of 
nultiple financial departments. This will be accomplished 
hrough overseeing accounting and financial operations, short 
nd long term budgeting, personnel administration, etc. 
ixperience: 10 - 12 years 

ob Code: 31542939 


ACCOUNTANT 

AVR Electronics Pvt. Ltd. 

"he incumbent should have knowledge of tally and should be 
ible to co-ordinate and manage all paper work from 

»reparation of quotation to customers, invoicing and follow-up 
or payment. 

Experience: 2-5years 

lob Code: 31624935 


SM - FINANCE & ACCOUNTS 

Crompton Greaves Limited 

[he incumbent will be responsible for overall Company 
Accounts, including consolidation and driving change towards the 
atest Accounting practices, at the Company's 20 Divisions and 4 
Regions in an ERP environment. 

2xperience: 10 - 15 years 

‘ob Code: 31647085 


EAD - FINANCE 

TN Group of Companies 
His overall job objective is to manage, supervise and control 
finances of the GTN Group of companies by ensuring 
statutory compliances and financial reporting. 
Experience: 20 - 22 years 
Job Code: 31668424 


MANAGER - CREDIT ADMINISTRATION 

IDBI Ltd. 

A minimum experience in credit with reputed banks or financial 
institutions is desired. Need to have in depth knowledge of credit 
oí derivative monitoring, regulatory compliance and 
submissions of statutory and regulatory returns. 

Experience: 2 - 3 years 

Job Code: 31643719 


CHIEF FINANCIAL OFFICER 

Hector & Streak 

The incumbent would be expected to focus on setting new 
systems, Budgeting, Improvement in Operational efficiency, 
Capital Investments and Taxation. 

Experience: 10 - 15 years 

Job Code: 31075259 


| 
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HOW TO APPLY FOR THESE JOBS: 

I. Logon to www.monsterindia.com 

2. Click on “Search Jobs” link 

3. Type the job ID number in the “Keyword Search” field 
4. Click the "Search Jobs" button 





EXECUTIVE - FINANCE 


Ajanta Pharma Ltd. 

Job involves planning and budgeting, evaluation of new projects 
and suggesting alternative financing options for these projects, 
preparing project reports & presentations, business unit analysis, 
stock market analysis, corporate communication, etc. 
Experience:2 - 4 years 

Job Code: 31191534 


ACCOUNTS ASSISTANTS 

Bang Overseas Pvt. Ltd. 

We are looking to recruit accounts assistants, with indepth 
knowledge of tally - postings, generating reports, etc. Prior 
experience in one of the national brands would be a plus, 
though not the sole criteria. 

Experience: 2-5 years 

Job Code: 31643436 

ASSISTANT MANAGER - FINANCIAL OPERATIONS 
Deloitte 


You will supervise the day to day operations of reconciliations, 
financial control & employee notes and loans teams. Acquire a 


deep understanding of each of the above processes. Supervise 
the preparation of various reporting statements. 
l 





Experience: 5-7 years 
Job Code: 31254618 


ASSISTANT MANAGER - ACCOUNTS 
Hutchison Max Telecom Limited 

Performs essential functions like updating, monitoring, 
controlling and accounting of all prepaid including materials 
management, deposition, entry and refund for all locations. 
Works closely with auditors to provide them data. 
Experience: 5 - 7 years 

Job Code: 31614094 


INTERNAL AUDITOR-CHARTERED ACCOUNTANT 
Indus Solutions India Pvt. Ltd. 

He /She will be responsible for handling the internal audit 
function for the group companies. Candidate should have 
good understanding of Corporate Finance / Audit /Treasury / 
Banking. Knowledge of ERP is added advantage. 

Experience: 2-5 years 

Job Code: 24426122 


ACCOUNTANT 

Pricol Corporate Services 
The incumbent should handle all A/C of the company. He ' 
should have good working knowledge of day to day 1 
accounting activities and will handle ledger and petty cash 
activities. i 
Experience: 8 - 10 years | 
Job Code: 31392677 
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automotive systems 


Purnima Kajla, Senior Manager - Operations (Preformed Parts) 


Most women achievers are driven by... 


Motivation to go that 
extra mile 


\ 
\ 


Passion for success 


An inspiring employer... 


„Anand. India's front-line manufacturer of automotive components and systems. 


For the second year in succession, it has 
been rated among the top 25 ‘Great 
Places to Work' in India. 

Anand 
commitment to nurturing its people. 


And what drives is the 
Education and development are an 
integral part of the Group culture 
and its people are provided various 
opportunities, including exposure to 
international practices 
its global 
besides world-class knowledge and skills 


through 


secondments to partners 


at its corporate university, Anand-U. 


> Sales Rs.18 billion > 17 companies » 5,300 employees > I0JVs > I2 Tls > 


Purnima Kajla, Senior Manager - 
Operations (Preformed Parts) at 
Henkel Teroson, an Anand Company, 
says, “The high level of delegation and 
constant motivation has helped me 
achieve my goals both professionally 
and personally." 

We require: 

Women Professionals for Product 
Engineering at our plants in Pune, Nashik, 
Chennai, Hosur, Gurgaon and Parwanoo. 
Job Profile: 

Will be responsible for product design 
and development. 


Exposure to procedures like APQP, DFMEA, 
etc. and to 3-D modelling / FEA software 
is desirable. 

Eligibility: 

Engineering Graduates below 35 years with 
5-year work experience. Women with 
Science / Maths background may also apply. 
Please forward your CV along with a 
photograph within 15 days to: Geeta Nanda, 
Executive Assistant to the Chairman, at 
g.nanda@anandgroupindia.com 

For more on Anand, visit: 
www.anandgroupindia.com 





37 manufacturing facilities across 8 states 
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By the people, of the people, and for the people: In India, no issue is too small to be taken to the streets 





A Billion Voices 


A Nobel laureate on India's dialectic culture, an economist on trade risks, and 
two accountants on corporate governance. 


NDIANS LOVE TO ARGUE. TAKE OUR TELEVI- 

sion channels, for example. They have 

built popular shows out of half-hour or 
one-hour public debates. Outside of the TV 
studios, walk by a tea stall, a street corner, or 
even a public park. You'll invariably find 
groups of people debating one issue or ano- 
ther: It could be the floods in Gujarat, Delhi's 
Metro, or the controversial community action 
in the shameful (alleged) rapes of Imrana 
and now Asoomi. What's most significant 
about this wonderful freedom of speech is 
that it is not the preserve of any single class 
or community. While the elite and the intel- 
ligentsia may dominate public opinion by 
virtue of controlling media, they by no means 
represent the popular opinion. Nowhere is 
this truth more evident than at the hustings, 
where poll projections are routinely way off 





By Amartya Sen 
Allen Lane (Penguin 
Books) 


PP: 432 
Price: Rs 650 


the actual outcomes. 

[t is this India—where a billion opinions 
tug, push and jostle, sometimes violently 
so, but always within the framework of 
democratic traditions—that interests Amartya 
Sen. The Argumentative Indian, though, is not 
one long stream-of-consciousness narrative 
from Sen, winner of the Nobel Prize for 
economics in 1998. Instead, it’s a collec 
tion of essays that he penned over the last 
decade. In his preface to the book, Sen 
explains his choice of the essays. “The 
selection of focus here,” he writes, “is mainly 
for three distinct reasons: the long history of 
the argumentative tradition in India, its con 
temporary relevance, and its relative ne glect 
in ongoing cultural discussions.” 

Despite the subject’s sharp focus, it’s a 
broad brush that Sen uses to portray the 
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country's argumentative psyche. He starts by exa- 
mining the nature and pervasiveness of the dialectic 
tradition and the role it plays in not just maintaining 
but enriching the country's democratic fabric. The 
essays in the middle of the book are devoted to 
understanding how free speech shapes cultures, while 
those towards the end are broadly about how Indians 
are perceived by themselves and others. 

Reading Sen's essays, one can't help but feel that 
Indians, despite their long history and rich tradi- 
tion, have undersold their culture. Language, no 
doubt, has been a factor, but a bigger reason, as 
Sen points out, could be our enthusiastic willingness 
to see things from a “western” perspective. (The 
stick with which we were beaten into cultural sub- 
servience is, of course, the near-100-year rule by 
Britons, who, it can be argued, irreparably damaged 
the Indian self-confidence, if not pride.) In doing so, 


Sen seems to imply, we have fallen for the Western 
conspiracy. *One consequence of Western domi- 
nance of the world today," writes Sen in the essay 
entitled ‘The Reach of Reason’, “is that other cul- 
tures and traditions are often identified and defined by 
their contrasts with contemporary Western culture... 
The West is seen, in effect, as having exclusive access 
to the values that lie at the foundation of rationality 
and reasoning, science and evidence, liberty and tole- 
rance, and of course rights and justice." 

The Argumentative Indian, then, is not just the 
reflections of one of the finest minds in the world 
today, but also a compelling reminder to the world 
of what makes India a vibrant democracy—despite 
its ragged poverty and seeming inertia. Sen's 
anthology is essential reading for anybody who 
hopes to understand India. 

R. SRIDHARAN 


VER SINCE CORPORATE AMERICA ERUPTED IN A 

wave of accounting scandals a few years 
ago, corporate governance has been the 
most hotly-debated topic in boardrooms. 
Corporations now realise that enhancing 
shareholder value isn't their only responsibility, 
protecting stakeholder (meaning customers, 
suppliers and the society at large) interests is 
as important. Small wonder, then, the subject 
GOVERNANCE of corporate governance has been contro- 





MYTH TO REALITY 
By Kshama V. Kaushik and Versial, both in India and abroad. The book, 


Kaushik Dutta penned by a husband-and-wife team of char- 
a oF Butterworths tered accountants, not only looks at the ini- 
tiatives of various governments to improve the 
quality of financial reporting, setting of 
accounting standards, transparency in disclosures, but also the 
tasks before independent directors and audit committees. 
Dutta and Kaushik (the former is a partner at Pricewater- 
house) raise some important ethical questions that must con- 
front every CEO. For example, “Does Good Governance Translate 
into Better Business Sense?” The authors argue that although 
there is no clear correlation between ethical behaviour and bet- 
ter business (read: bottom lines), it still makes sense to be ethical. 
To reinforce their point, they cite a PricewaterhouseCoopers/ 
Economist Intelligence Unit study, which shows that companies 
with better governance tend to perform better—in the sense that 
they have a higher return on assets and higher market valuations. 
Better financial performance, in tum, makes it easier for them to 
fund their operations. In hindsight, good corporate govemance must 
seem like a no-brainer. But it has taken a wave of accounting scan- 
dals to galvanise corporates into doing something about it. 
ASHISH GUPTA 
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Es THOUGHT THAT 
endemic poverty 
in any part of the 
world could be a tick- 
ing security time 
bomb for just about 
any country across 
the globe? Or how 
9/11 impacted trade 





SECURITY DIMENSIONS i 

AN Rae 0 Costs between India 
INDIAN PERSPECTIVE and the United 
By MVIRDC World States? Or security 
Trade Centre i icati ia' 

owe SER implications of India's 
PP: 92 large dependence on 
Price: Rs 300 imported oil? These 


are exactly the issues 
that Security Dimensions of 
International Trade: Indian Perspective 
attempts to raise in the context of India's 
growing trade in goods and services. 
The author, Professor Bisweswar 
Bhattacharyya (former dean of FT but 
now an academic at large) offers a sim- 
ple reason why nations need to pay 
greater attention to trade security. He 
argues that peace and stability are what 
oil the wheels of global trade. Without 
them, costs for all countries would go up 
and, inevitably, impact world 
growth—like in the aftermath of 9/11. 
The book is less than 100-page big, but 
that’s no indication of the rich infor- 
mation it packs in. Ef 
SHAILESH DOBHAL 







For My Boss's Lackey, 
“SFX of a dog's bark." 


For My partner-in-fun 
“Koi Kahe, Kehta Rahe" 


from Dil Chahta Hai For My Boss-in-Waiting, 
m Dil Chahta Hai. 


"I'm the best" 
from Phir Bhi Dil 
Hai Hindustani. 


For My Boss, 
The Vision Statement 
in my own voice. 


My office, My fg. i! 


Caller Ring Tunes 


Now spice up your life with My FX, 
the new Caller Ring Tunes service 
from BPL Mobile. 

With My FX, you can select from 
hundreds of songs, whacky sounds and 
special effects to greet each of your 
colleagues when they call. 

That's not all. You can personalise it 
further by recording your own voice and 
playing it back as your Caller Ring Tune. 

To subscribe, just dial 666 and follow 
the simple voice instructions. 

So, get My FX, and let your 


imagination run wild. 


mobile FI 


Live wirefree 


FX service is available on both postpaid and mots (prepaid). A monthly subscription fee of Rs. 30 applies for the service and download each Caller Ring Tune for Rs. 15 with a 30-day validity. 
further assistance call 9821099800 or walk into your nearest BPL Mobile gallery. Conditions apply. 


arure/asylum 


BACK OF THE BOOK 





Writing a new chapter: Laxmi B., a LABS "graduate", now trains other underprivileged youngsters in Hyderabad 


N AUGUST 2001, WHEN LAXMI B. 
(she wouldn't spell out the 
initial) turned 18, there was 
little to cheer. Daughter of 
modestly-employed parents 
(her father worked at a printing 
press and her mother packed car- 
tons in a pharmaceuticals company), 
Laxmi had just been forced to drop 
out of high school and help make 
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ends meet. But what kind of a job 
could a high-school dropout hope to 
get? A little bit of seeking and asking 
led her to the Hyderabad-based 
Dr Reddy’s Foundation, which was 
running a Livelihood Advancement 
Business School (LABS). She applied 
to the school, took the aptitude 
test, and got selected for training in 
customer relationship and sales. 


A. PRABHAKAR RAO 


After three months of training, 
Laxmi found herself a job with Ion 
Exchange as a sales trainee for direct 
marketing of the company’s water 
purification system, By the end of 
eight months, she was already one 
of the top performers and winner of 
the Chairman’s medal. Today, 
Laxmi is back at LABS, not to train 
but as a centre coordinator 


PORTAL OF HOPE 


HEALTH 


PEOPLE 








In the six years since it was set up, Dr Reddy's Foundations’ Livelihood 
Advancement Business School has helped prepare some 35,000 
underprivileged youngsters for entry-level jobs. sy £. kumar SHARMA 


LABS’ MENTOR STRATEGY 
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responsible for one of LABS’ six cen- 
tres in Hyderabad. Apart from her 
administrative responsibilities, Laxmi 
finds time to teach and train many 
other underprivileged youngsters 
like herself. It's a job that fetches her 
between Rs 7,000 and Rs 10,000 a 
month, but countless more by way 
of satisfaction. 

Laxmi, needless to say, isn't the 


only one to have walked through 
the portals of LABS and find her life 
changed. There's Madhavi, a car- 
penter's daughter, who today is a 
data entry operator at Bodhtree, a 
Hyderabad-based rr consulting and 
product development company; 
Subhashini, a 10th-grade pass whose 
troubled marriage forced her to 
stand on her own feet, who is a 
“data entry specialist". Then, there's 
Hashamul Hafiz, son of a daily 
wage labourer, who runs his own 
electrical repairs shop, making 





Rs 7,000 a month. In fact, in the last 
six years that it has been around, 
LABS, which trains people for about 
150 entry-level positions (see Jobs 
On Offer), has been able to create 
livelihood opportunities for some 
35,000 underprivileged men and 


women across a wide variety of ind- 
ustries, ranging from financial servi- 
ces to retail to ITES to marketing. K. 
Anji Reddy, Chairman of city-based 
Dr Reddy's Labs and chief patron of 
the eponymous foundation, has set 
an ambitious target for the school: 
To create one million livelihoods by 
2010. Says Satish Reddy, MD and 
coo of Dr Reddy's Labs and the 
Chairman's son: “We are investing 
in the future and now want to take 
it to the next level." 

LABS, which calls itself a 


j 


Taking note: A LABS roadshow in Bangalore draws many hopefuls 


business school because it trains 
people for the workplace, was first 
rolled out in 1999, two years after it 
had been in place as a programme 
for street children that taught them 
how to make candles, pickles and 
papads, among other things. The 
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latter model didn't work because, as 
the Foundation realised, the empha- 
sis was on employment and not 
employability. Then, around 2000, 
some of the Foundation's volun- 
teers suggested that it try a different 
tack. Instead of training people for 
cottage industries, the focus would 
be on the services sector, which 
was beginning to boom. Thus, trai- 
ning modules for data entry opera- 
tors, animators and “route agents” 
were created. The idea of route 
agents actually came from a Pepsi 
executive volunteer, who suggested 
that youngsters capable of driving 
their own vehicle could double up as 
sales people for companies like Pepsi. 

The response to LABS from com- 
panies has been enthusiastic. Color 
Chips India, a Hyderabad-based 
animation firm, has not just helped 
train 22 such animation artists, but 
also hired them on its payrolls. 
Pantaloon Retail has, in the last 
three years, hired around 300 LABS- 
trained people for its various stores. 
Indian Hotels and rrc (Kakatiya 
Sheraton hotel) have hired close to 
80 people each. Then, Cafe Coffee 
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Day has taken on close to 15 LABS 
graduates as customer service exe- 
cutives for its outlets in the state. 


Spreading The Good Work 

Interestingly enough, the Lass ini- 
tiative of Dr Reddy's has attracted 
the attention of others in the cor- 
porate world. Some are already 
working with it, while some others 
have expressed interest in using 
LABS to further their CSR (corporate 
social responsibility) initiatives. Some 
corporates actively involved include 
TVS, Murugappa, Rane, Fair and 
Lovely foundation of HLL, the Azim 
Premji Foundation and Microsoft. 
Then, there are governmental and 
non-governmental partners, and 
bilateral and multilateral agencies 
like the European Commission and 
USAID that are helping. In Andhra 
Pradesh, for instance, LABS works 
with AP Urban Services for Poor (in 
a programme named Upadhi) and 
the Society for Elimination of Rural 
Poverty (a acm funded by the 
World Bank). S ays Nazeen Koonda, 
Communication Coordinator at Dr 
Reddy's Foundation: *LABS is now 





being recognised as a source for 
trained entry-level manpower and 
corporates are now increasingly 
approaching LABS for customised 
training to suit their requirements." 

Today, LABS operates out of 84 
centres spread across 11 states in 
India (it even has a presence in Viet- 
nam and Sri Lanka). By the end of 
this year, it hopes to be present in 
16 states across the country, inclu- 
ding J&K, and three new countries 
(Indonesia, Nepal and China). 

So far, the Foundation has inves- 
ted close to Rs 8 crore on the LABS 
initiative. Those involved with the 
initiative do not expect money to be 
a constraint going forward, as the 
flagship programme enjoys unres- 
tricted educational grant from the 
Foundation. That apart, the part- 
nership model allows LABS initia- 
tive to be taken to wherever there's 
a willing partner. This year alone, 
100,000 youngsters would be 
trained at various LABS initiative 
centres in India. In a country with 
around 36 million unemployed, 
that may not look like a big enough 
dent. But it's a dent nevertheless. 


TREADMILL 
ON THE BALL 


IGHT OUT OF 10 READERS WHO WRITE IN 
E queries ask me what the best abdomi- 
nal workout is. While there's no simple 
answer to that—different things work for different 
. people—incorporating a Swiss ball into your 
abs workout can be quite effective. Particularly so, 
because it isolates and targets your core muscle area, 
rather than just the superficial abs muscles. The 
exercise depicted in the illustration targets the 
rectus abdominis—the main abs muscle—but can 
also help strengthen the lower back and hip muscles. 
The trick is to position yourself properly on 
the ball. Begin by sitting on a Swiss ball with 
your feet flat on the ground and spread shoulder- 
width apart. Now, lie back on the ball and slide 
your feet in front simultaneously till the ball is 
under your hips and lower back and knees 
. are bent at right angles. The ball should 
be contoured under your lower back. Put 
your hands behind your ears and pull in 
your belly button toward the 
spine. This is the starting posi- 
tion. Now, raise your chest 
up and forward like doing 
a normal crunch but don't 
lean your neck forward. 
Feel the impact on your 
abs. Hold the movement here for a couple of | 
seconds and then return to the starting position. | 
Three sets of 15 reps each twice a week is good 
enough. If the movement becomes too easy, add | 
resistance by holding a weight plate or a dumb- 
bell behind your head. 

Complement your abs workout with a 15 or 
20-minute medium-intensity cardio training session: 
you could jog at a moderate speed on a treadmill 
(or outdoors) or ride a stationary bike. That, cou- 
pled with a regular weight-training schedule, will 
help you keep burning the flab and get a flatter | 
mid-section. Of course, to get the best results, all of | 
this has to go with a sensible diet. That's the 
tough part. My recommendation: eat four or five 
small meals instead of bingeing on two or three; | 
ditch the alcohol, dump the sweets and shun soft | 
drinks. If you do all of this, you're well on your 
way to getting that elusive six-pack to show off. | 

MUSCLES MANI 












RAJAT BARAN 





write to musclesmani@intoday.com 


Caveat: The physical exercises described in Treadmill are 
not recommendations. Readers should exercise caution and 
consult a physician before attempting to follow any of these. 





How can it be 








OF IRRITABLE BOWELS 


URGE TO GO RIGHT IN THE MIDDLE OF THAT IMPORTANT MEETING COULD BE 
| a major source of embarassment, but, toilet humour apart, if 
you're experiencing abdominal pain, diarrhoea alternating with cons- 
tipation, and a stool that has mucus, sometimes blood, it could be IBS 






te A Tasa m Han ert 


IBS? Yes. Spicy and fatty foods, 


oe ^ ne we seb eam iat x 
r Does stress lead to IBS? No, but if a person has IBS, 


Stress can trigger it. 


Medical research is yet to unearth 
lr rhein de iron 
According to Dr M.R. Chandra, a private general - 





‘practitioner, stool examination, an X-Ray of the bowel and 
‘Capsule endoscopy are essential to rule cut other diseases. 


... Prevention: Eat smaller, more frequent meals; add more fibre to 


JS OU 


bran, cereal, fruit (papaya, oranges or melons) and 





-Vegetables are recommended. And avoid tobacco and alcohol. 
Treatment: Medication and change in diet relieve the symptoms. 
anti-spasmodics to 


‘Some people may be given tranquilisers or 
“fete emt But always consult a doctor. 
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MY strength 
MY beliefs | 
MY Precor | 


Don't believe you can? But believe 
you must. And make your way to the 
top with Precor, the world leader of 
fitness solutions, where body, mind 
and machine come together. Put the 
Precor formula to work for you and 
live every moment like a winner 
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Gym[/ac 


live to win 


www.gympacfitnene.com 


Head Office - 
Chennai Ph:044-28266186/6286/601 1 
e-mail:chennai gympacfitness.com/gympac(vsni.com 


Branch Office - 

Bangalore Ph:080-25583638/25583639 Delhi Ph:011 -61640186/2186 
Kolkata Mob:09830064309 Mumbai Ph:09819390017, 09322599172, 
09820969694 Hyderabad Mob:09391054280 





$i 
$ 
H 


equipment | Club layout | Sports 


B 


HAKRAVORTY 


Y TeUree 


Banker's Trust 


T’S GETTING IMP¢ SSIBLE TO KEEP RANA TALWAR 
I of the headlines. Within days of 
announcing a hi-profile merger of his Centurion 
Bank with the Bank of Punjab, Talwar has 
announced that he's joining hands with a sub- 
sidiary of Singapore's Temasek to launch an 
India-focussed fund. Its proposed size? A whop- 
ping $3-5 billion (Rs 13,200-22,000 crore) in 
another five years. The proposal is now with the 
Foreign Investment Promotion Board for 
approval, but this will be Talwar's—former 
Group CEO of Standard Chartered and son- 
in-law of DLF’s K.P. Singh—second attempt at 
cracking the burgeoning asset managing market 
in India. The first attempt failed because the man 
Talwar’s Sabre Capital had picked to lead the 
fund (Samir Arora) fell foul of segi (but was sub- 
sequently cleared on appeal). Apparently, retired 
bankers just don’t go away. They keep coming £ 
back with ever bigger plans. 
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Back On Mint Stree 
AKESH MOHAN'S SECOND STINT AT THE FINANCI 
Ministry has proved to be just nine months long. 
Early this month, the Princeton-trained economist 
abruptly resigned as Secretary, Department of 
Economic Affairs, and returned to the Reserve Bank of 
India as its Deputy Governor. What happened? Mohan 
couldn’t be reached for comment, but the buzz in 
North Block is that he may have been unhappy at not 
getting the Finance Secretary's job, despite it being 
promised to him. Instead, Mohan was entrusted with 
more administrative work that the economist in him 
didn't quite relish. Delhi's loss, Mumbai's gain. 
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Meeting The Troops 


IRST WEEK OF JULY, UNILEVER'S CEO OF TWO MONTHS, 

Patrick Cescau, came on a low-profile visit to 
India. The four-day trip, which included stopovers at 
the Mumbai headquarters and Bangalore, was meant 
for the benefit of Hindustan Lever's newly restructured 
team, now led by Harish Manwani. One doesn't 
know what Cescau, 57, said by way of pep talk to 
Manwani and his team, but he must have been reas- 
sured by signs of growth at HLL after two years of stag- 
nancy. But Manwani still has to work on the bottom 
line, which dropped 15 per cent last quarter. 





Found In Translation 


N MAY 2004, WHEN GITANJALI KIRLOSKAR, WIFE OF 

Toyota Kirloskar Vice Chairman Vikram Kirloskar, 
launched the Indo-Japan Initiative (JD an entity that she 
hoped would “connect minds” across the two cultures, 
it seemed one of those things that corporate wives do. 
This, despite the fact that the Kirloskar Group boasts suc- 
cessful joint ventures with Toyota. Since then, iji has held 
seminars, in association with the likes of NASSCOM and 
FICCI, and countless events focussing on the softer side 
of the Indian culture targeted at the Japanese: workshops 
on how to wear the sari, for instance. Now, Kirloskar, 
who already heads riccr's Indo-Japan cell has been 
asked by the Confederation of Indian Industry to over- 
see all Japan-oriented activities of the India Brand 
Equity Fund, an initiative aimed at improving India's 
branding in global markets. “It is suprising how little we 
know about each other," she says, referring to India and 
Japan. If the lady has her way, that will change. 
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‘ Booster Shot 


1 p A TESTAMENT TO INDIAN PHARMA'S GROWING 
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influence in the world markets. On June 22, 
Dilip Shah, Secretary General of the Indian 
Pharmaceutical Alliance and cEO of Vision 
Consulting, took over as Chairman of the Toronto 
based International Generic Pharmaceutical Alliance 
(IGPA). It took India years of fighting to get a seat in 
the four-member IGPA in 2002, but since then the 
local drug manufacturers have been growing in 
influence. So what is Shah's agenda for his two-year 
term? *To continue to fight Big Pharma," he says, 
but adds that IGPA will also work closely with 
governments to ensure the “prevention of inte llec 
tual property abuse, longer market exclusivity” and 
a stronger generics body, With the Indian generics 
industry accounting for more than 12 per cent of 
global generics sales of $48 billion (Rs 2,11,200 
crore), Indian Pharma must be hoping to make the 
most of Shah’s stint at IGPA. @ 
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'revent hangovers 
efore they happen. v 


lesenting PartySmart, the natural way to prevent hangovers. Hangover Free. Naturally 





PartvSmart is available at leading chemists and supermarkets in New Delhi, Kolkata, Mumbai, Bangalore, Chennai, Chandigarh, Myderabad, Soa, ^» rgaor 











Hour of glory: (L to R) Aroon Purie of the India Today Group, top ideator Michael Foley of Titan, top CEO K.M. Birla of the Aditya 
Birla Group, Union Civil Aviation Minister Praful Patel, Sandip Basu of BPL Mobile and top entrepreneur Ashish Dhawan of ChrysCapital 


Presenting the second Business Today Young Super Performer Awards. By PRIYANKA SANGANI 


DEFINE A PERFORMER? IS IT SOME NI 
who defines new boundaries of creativitv? 


OW DO YOI 


Someone who pushes himself (or herself) to the 
last frontiers of excellence? A pioneer who celebrates the 
discovery and conquest of greater heights as a matter of 
routine? Or is it someone who does his given job bet- 
ter than the rest? Our take on performance is all these 
and more. And what if one has been there, done that all 
before hitting 40? Wow! 

That's exactly what the second edition of the 
Business Today Young Super Performer Awards—pre- 
4 Ace 


celebrated on June 30, 2005 at the Ballroom of the [aj 


sented by BPL Mobile in association with TAT 


"There is a sea 
4 change in the world's 
~ perception of India, 
thanks to our young 
entrepreneurs" 
Praful Patel 


Union Minister for Civil Aviation 


Mahal Palace Hotel & Towers in Mumbai. € orporate 
star power was the theme of the gathering; Shitin 
Desai of psp Merill Lynch, Hital Meswani of Reliance, 
Manisha Girotra of uss... they were all there. As were 
D.D. Rathi, Sanjeev Aga, Sumant Sinha and Santrupt 
Misra of the Aditya Birla Group. 

Addressing the gathering, Aroon Purie, CEO of the 
India Today Group and Editor-In-Chief of Business 
Today, said the adage about youth being wasted on the 
youth certainly didn't apply to the super performers 
who were being honoured. *They are young; with 
their perseverance and hard work, they have made 
an impact in whichever industry they are in," he said, 
adding that the odds favour India as more than half its 
population is below 30. Earlier, in his opening address, 
BT’s Editor Sanjoy Narayan recounted how he had 
felt the need to recognise and highlight the achievements 
of India Inc.'s brightest young stars. These musings led 
to the institution of the awards. 

The first award for the evening was for The Ideator. 
Ihe winner: Michael Foley, 34, Head of Design, 
Titan. Foley, who was responsible for designing the 
slimmest (commercial) watch in the world, said the 


Aroon Purie (left) presenting a copy of the Young Super Performers 
issue of BT to Union Civil Aviation Minister Praful Patel 
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Aditya Birla Group's Kumar Mangalam Birla, the Young Super 
Performer in The CEO category, addresses the gathering 


biggest challenge was to bring the R&D and Product 
Design departments of Titan together to develop a 
product that people would appreciate. Ashish Dhawan, 
36, Senior Managing Director, ChrysCapital, w ho 
won The Entrepreneur award, said: “It’s a great time to 
be young in India, and more so to be an entrepre- 
neur in an industry dominated by institutions.” 

The final award was for The CEO and it came as no 
surprise to see Kumar Mangalam Birla, 38, Chairman 
of the Aditya Birla Group, walk away with it. Mixing 
humour with wisdom, Birla began by admitting that it 
would be a geriatric thing to do to reminisce on an 
occasion like this, but “I had a lot of things going for me 


Presenting 
the new mini-truck 


from Tata Motors. 
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Associate sponsors of the Young Super Performer 
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(Left to right) Ranjit Shahani and Anil Matai of Novartis having 
a word with Hital Meswani of Reliance Industries 





Kumar Mangalam Birla (centre) of the Aditya Birla Group 
talking to India Today's Prabhu Chawla (left) and Aroon Purie 


when I took over: having an extremely com! 
team, and being part of a business family wher 
unstructured learning took place” 
Speaking on the occasion, Chief Guest an 
Minister for Civil Aviation, Praful Pat 


away the awards, said: “There 


world’s perception of India; this is largel tha 
strides made by our young entrepreneurs.” 
Sandip Basu, President and CEO, BPL Mobile 
is important to persevere and remain committ 
one's dreams regardless of the roadblocks or 
The vote of thanks was delivered by Busines 
Publishing Director Pavan Varshnei. Efl 
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BELIEVE LEADING IS ABOUT HARNESSING 

the information, talent and resources 

available to make optimum headway in a 
business segment. All leaders have varying 
degrees of talent or resources available to 
them, but these do not vary by extremes. 

All leaders have teams and resources and 
they (should) have clear goals. Teams with 
resources do not get anywhere if their leaders 
do not have goals, and a map showing how 
they intend to achieve these. Because, if you 
do not know where you want to go, it does 
not matter where you reach. 

Belief in oneself, the team and that the 
opportunity exists to get ahead is the next 
thing leaders need. Of course, there will be 
moments when the goal appears to be too 
far, when one wonders if the triumph will 
be worth the struggle. I think that just as 
doubt ruins relationships, so it is with the 
case of doubting one's faith in oneself, the 
team and the mission. 

Fairness is vital if bad blood and 
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Have Clear Goals 


SUNNY JOHN, Country Manager, Quantum India 


misgivings are not to sunder the team. A 
leader has to be not only fair but also seen to 
be fair, so as to not give the impression that 
he is playing favourites. Fairness keeps the 
team together and makes each individual 
believe that it is worth each one's while to 
attempt the goal, together. 

It is not that motivation is any less 
important. But motivation is not only about 
delivering feel-good talks. A leader has to 
motivate everyone in the team by word, 
deed and thinking. And this is not easy. 
Team members almost everywhere comprise 
the overenthusiastic, the less enthusiastic, 
the recalcitrant and the shirkers. The leader 
cannot usually wish away some of the mem- 
bers, so he has to find means to carry them 
along too, fruitfully. 

The other thing a leader needs is focus. 
Things will happen that will need your time 
and attention, and which may seem a drag on 
your time and intelligence, but the chaff 
must be removed on a daily basis. Œ 
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IBM MIDDLEWARE HAS AN EASIER, BETTER WAY TO DO BUSINESS. IB" Workplace" 
IBM Workplace ! 


Solutions. Everything you need to stay on top of your business is in one easy-to-use environment. 
It's a breeze to use because it's based on your role. Work more effectively, produc tively and, yes, quickly. Plus, it's as secure as 
it is reliable. IBM Workplace. It's a team thing. It's a productivity thing. It's simply a better way to work 


TO LEARN MORE, VISIT IBM.COM/MIDDLEWARE/PRODUCTIVITY 
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By acquiring China's Jiangling, M&M has emerged 
the world’s fourth largest tractor maker. If 
tractors are-boring, CEO ahindra has 
global plans for his SUVs, and, courtesy Renault, 

designs on the Indian car market too. 
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From The Editor 


OR MOST OF THE 19905, TRACTOR AND SUV MAKER 

Mahindra & Mahindra didn't make big news. In 

the early part of that decade, the company 
embarked upon a restructuring exercise, which involved 
business process re-engineering (BPR) and exiting some of 
its non-core businesses—not the stuff that grabs big 
headlines. In the mid-1990s, it forged a joint venture with 
Ford to launch passenger cars in India but that was a short- 
lived involvement. Then, in 2002, it made news with the 
launch of the Scorpio, a vehicle that became an instant suc- 
cess, ruling at the low-priced end of the suv market. 

Now, three years down, M&M is back in the news, this 
time with a flurry of activities. It recently snapped up a 
Chinese tractor maker; its tractors sell in Australia, the us, 
West Asia and Eastern Europe; its SUVs can be seen on the 
roads in several countries across the globe—in Italy, 
South Africa and Uruguay—and soon will be in many 
more; it has tied up with France’s Renault to launch a 
mid-sized passenger car in the 
domestic market and with usa’s 
International Truck to launch B 
commercial vehicles. M&M's dap- 1 
per CEO Anand Mahindra has 
global ambitions for his com- 
pany, which range from expan- 
ding the company's marketing 
footprint to creating a global 
auto components hub in India. 
Plus, there could be more global 
acquisitions in the offing, 

But cracking select new over- 
seas markets, particularly in Eastern Europe, Russia and 
South America, for its tractors will probably be easier for 
M&M than emerging as a big player in the domestic pas- 
senger car market, where the launch of the Renault 
Logan (scheduled to hit the roads in 2007) will make it 
a latecomer. It will be a latecomer as well in the com- 
mercial vehicles market, where Tata Motors and Ashok 
Leyland dominate and a foreign player like Volvo is 
already in. Can Anand Mahindra pull off his big plans? 

Barely a couple of weeks after Vivek Paul, the high- 
profile CEO of Wipro Technologies, quit, another Indian 
software star is facing its own share of woes: Wipro's rival 
Infosys saw the departure of a number of key senior exe- 
cutives. Our feature on Infy examines the impact of 
these exits on the company's business. 

Finally, a quick reminder: Business Today and its 
partners, Mercer and TNs have embarked on the fifth edi- 
tion of the survey on India’s best employers, The Best 
Companies to Work For in India, 2005. Those compa- 
nies that are yet to register can do so by sending a mail to 
bestcompanies@intoday.com. 
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Man Of All Seasons 

Your cover story The Great Gambler 
(BT, July 31, 2005) truly reflects the 
face of Indian business—one who 
can not only compete globally but 
also emerge victorious. 
Venugopal Dhoot has 
done a commendable 
job. Thanks to his sharp 
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business acumen, Videocon seems to 
have tightened its grip on the elec- 
tronics and appliances market. 
Moreover, its entry into the cash- 
rich petroenergy sector is being 
widely seen as a good move. And if 
companies like Ispat, ONGC and GAIL 
can succeed with a professional atti- 
tude and transnational identity, why 
can’t Videocon! 

SAGAR BHATTACHARYYA, through e-mail 


Apropos your cover story The Great 
Gambler (Br, July 31, 2005), there 
was a time when the Videocon 
group was going through a bad 
phase but, thanks to Dhoot, the 
company seems to have weathered 
the storm and come out as a much 
stronger entity. 

AKHILESH KUMAR SAH, Faizabad 


Wanted: Faculty For IITs! 

Apropos your story Blackboards, 
Not Boardrooms (Br, July 31, 2005), 
it is a fact that all the irrs are reeling 
facing a severe shortage of faculty. 


Print as you like it 
front or back. 
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Premji Speaks 
On Paul's Exit 


Naukri Vs 


Monster Communications Deal 


Because of hefty pay packages, most 
Irrians who have an inclination 
towards teaching prefer taking up 
jobs with coaching institutes rather 
than their alma mater. It seems that 
there are very few incentives as far 
as teaching in IITs go and the 
government isn’t doing much to 
make things better. 


AMIT GUPTA, through e-mail 


Is It Worthwhile? 

Your story The Palk Straits Canal 
(BT, July 17, 2005), seems to have 
opened a pandora’s box. The 
Sethusamudram Ship Canal Project 





raises more questions than answers! 
For instance, will the total cost of 
the project be cheaper than what we 
are incurring now by going all 
around Sri Lanka? And, what is 
going to be the status of Tuticorin 
Port once the new canal comes into 
existence? Is it likely to become 
under utilised? I think we need a 
comprehensive geo-physical study of 
the region to see if this canal will 
ultimately serve any purpose or not. 

S. BALASUBRAHMANYAN, Chennai 


Lasting Alliance 
Apropos your story Paper Tigers (BT, 
July 3, 2005), while several news- 
paper alliances have either become 
dormant or slipped into oblivion, 
The Hindu-Eenadu combine has 
been cruising along quite well much 
to the advantage of both the 
publishers. The sweeping observation 
that "newspapers come together to 
confront some immediate threat” 
certainly does not apply to this com- 
bine, as both the groups are leaders 
in their respective fields and do not 
foresee any threat in the market. 
We assure you that our “marriage” 
party will continue to last. 
V. KALIDAS, Chief Advertising Manager, The 
Hindu, and 1. vENKAT, Marketing Director, 
Eenadu, Hyderabad 
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YOU'RE LOOKING 

AT THE WORLD'S MOST 
SECURE WIRELESS PC. 
AND THE EASIEST WAY 
TO UNLOCK IT. 








ThinkPad T43 notebook (A87IFAN) 
DISTINCTIVE INNOVATIONS 
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Think ad i R52 notebook (1860320) 
DISTINCTIVE INNOVATIONS 


Embedded Security Subsystem - 


"Grong security as a standard feature 
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SYSTEM FEATURES Embedded Security Subsystem « : Now you can have security at your fingertips. Literally. That's 
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Intel® Centrino" Mobile Technology Bull beste aA aii Rat because these IBM ThinkPad notebooks feature Intel? Centrino" 
Intel® Pentium® M Processor 1.73 GHz SYSTEM FEATURES 


Mobile Technology, so you can access your work wirelessly 






Intel” Centrino" Mobile Technology 


Intel® PRO/Wireless Ne 
t intet? Pentium® M Processor 1.73 GHz 
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Bluetooth Modem 


Rs. 89,900/-* 


Bluetooth Modem 
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1600 425 3333 thinkpad.com/shop/in 
1600 425 6666 for service centre information 


. ThinkPad is a product of Lenovo. 
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So Long, And Thanks For All The Cash 


TOCK OPTIONS, THE INDIAN IT SECTOR IS DISCOVERING, 

are a cure that kills. They were (and still are, by 

some firms) hailed as the perfect way to hire, 
retain and motivate the best talent, often without 
having to shell out a huge amount as salaries. The 
concept of total compensation that gained ground in 
India in the 1990s was based on the growing realisation 
among companies that they could get away with 
paying their employees below-market salaries as long 
as they offered them stock that more than made up. If 
the IT companies were among the first to adopt this 
practice, it was because their stock was more fungible 
than that of companies from other sectors, even in the 
early-to-mid- 1990s, which is when the phenomenon of 
stock options really caught on. 

Most stock options were (and are) issued with a 
vesting period long enough (five to seven years) for the 
company to believe 
it had (has) addres- 
sed the immediate 
issue of retention; 
seven years is a long 
time, especially in 
the IT sector, where 
the current attrition 
rate of between 15 
per cent and 20 per 
cent is considered 
healthy (the rate 
would suggest that 
it is mathematically 
possible that none of 
an organisation's employees who are around at the 
beginning of Year 1 are there at the end of Year 7). 
Stock options also ensured that the costs of IT com- 
panies (salaries constitute a large chunk) remained low. 
And there were (and are) enough grey areas in taxation 
laws regarding stock options to have both the company 
and the employee come out on top. 

Stock options democratise ownership in the com- 
panies that issue them. No longer do employees work 
for someone else. They, in a way, work for them- 
selves. The performance of companies is reflected in 
their stock price; if they do better, their stock soars; and 
the stock options are worth more. The magnitude of 
money involved (from a few tens of lakhs to even a few 
tens of crores) is usually adequate to retain employees 
and motivate them to deliver their best. Even today, for 
salarymen, a nest egg of a few crores is a big thing. The 
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law of diminishing returns did exert its influence—X, 
allotted stock options when the stock was trading at 
Rs 4,000 could obviously not look forward to as 
much money as Y, who was allotted stock options 
when the stock was trading at Rs 2,000; then, X 
could look forward to some appreciation as long as the 
company continued to grow—but the stock-based 
compensation model did continue to work, through 
stock market booms and busts. 

The late 1990s—not surprisingly, these years also 
marked an inflection point for the Indian IT sector, 
with Y2K work helping them double in size every 
year for two to three years in a row—was when the 
stock option frenzy reached its peak. Over the next 
two years, a large number of executives at India's 
best known IT services firm Infosys (which is a pioneer 
as far as stock option programmes are concerned), and, 
to a lesser extent, at 
other firms, will sud- 
denly find them- 
selves richer (as 
their options vest). 
Money, especially 
lots of it, is an 
empowering thing. 
Suddenly, these exe- 
cutives will find 
themselves rich 
enough not to have 
to work for a living. 
Some will leave to 
do things they have 
always wanted to (paint, write a book, raise a family); 
others will turn entrepreneurs; and still others may just 
walk away when things do not work the way they 
want them to at work. In effect, options that vest are 
every salaryman's dream, F### Y## money that 
allows employees the freedom to quit on a whim. 

The thing is, stock options are no longer exclusive 
to the Indian rr industry. A slew of companies from 
other industries has adopted them whole-heartedly, 
convinced that they offer the best way to hire, retain, 
and motivate the finest talent available. As these options 
vest, however, such companies will realise that tlie 
result has been the opposite. Rather than raise exit-bar- 
riers (for employees seeking a change) stock options 
lower them. Then, there is the original question that 
remains unanswered: if not stock options (as a panacea 
for key HR challenges), then what? 
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HER ATM, HOWEVER, MAY NOT. 





An ATM that's not just the 
latest. It just may be forever. 


With Diebold ATMs now 
manufactured in India, along 
with having the region's most 
comprehensive sales and service 
organisation, you're not just 
assured of the best today. 

But tlie best forever. Expect 
highly localised solutions 
including Diebold Premier 
Services, 24x7. For us, it means 
a strong commitment. For you, 


it means a stronger future. 
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China's nominal revaluation of its currency, 
trade. But it's a sure sign that China is willin 
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FTER MONTHS OF INTER- 
mittent speculation and 
pressure from the global 
community, the Chinese 


government has finally relented. In 
a surprising move on July 21, it 
revalued the yuan from the existing 
8.27 to 8.11 to a (us) dollar—a 
marginal increase of 2 per cent— 
while keeping it pegged to a basket 
of five currencies (the details of 
which have not been disclosed). It's 
a move that Washington, which 
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It gets dearer: The token revaluation should take pressure off Beijing, 





had been asking for a 10 per cent 
upward revision, was quick to 
appreciate but barely so, calling it “a 
baby start in the long road ahead". 
While the magnitude of change 
may not have been very significant, 
its import cannot be underestimated. 
The news of the yuan's revaluation 
was followed by an immediate sharp 
appreciation in most Asian curren- 
cies vis-a-vis the dollar. The 
Japanese currency, the yen, for 
instance, went up by nearly 200 


yuan, doesn't mean much for global 
g to listen. Bv ASHISH GUPTA 
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but not for too long 


points against the dollar and the 
Indian rupee rose from 43.50 to 
43.15 to a dollar within minutes. As 
à DSP Merrill Lynch foreign 
exchange strategy report points out: 
"China's revaluation marks the 
beginning of the end of the cycle of 
dollar weakness. However, given 
the timid initial move, the end of the 
cycle will play out in slow motion." 

In other words, it is possibly 
"the beginning of a long process 
of currency adjustment" because 


dv 


the Us, European Union or even 
the Asian countries are unlikely to 
be satisfied with the current revalu- 
ation. Chinese currency, according 
to most experts, is currently under- 
valued by as much as 30 per cent, if 
not more. While it is still not clear 
whether it will be a one-off move or 
turn out to be a gradual process of 
correction, Arvind Virmani, CEO of 
ICRIER, a Delhi-based economic 
think tank, believes that the yuan is 
unlikely to see an upward revision 
of more than 5 per cent this year, 
simply because China has set that as 
the limit for this year. *But its sig- 
nificance stems from the fact that it 
will lead to a more flexible and 
market-oriented exchange rate over 
time," feels Virmani. 

But what does a 2 per cent 
revaluation mean for India or for 
other Asian economies? While some 
countries like Hong Kong will gain 
immediately because their currencies 
are still pegged to the dollar, Japan, 
Taiwan and Korea could find their 
exports taking a hit because their 
currencies are likely to harden in the 
future. As for the rupee, it may 
tend to rise, but the RBI can be 
expected to keep the rupee from 
appreciating too sharply. 

In other words, significant 
export gains may still elude Indian 
exporters. “A 2 per cent revaluation 
is unlikely to make India's exports 
any more competitive," says S.P. 
Oswal, Chairman, Vardhman 
Spinning & General Mills. His con- 
tention: Since the rupee has already 
appreciated by nearly 10 per cent in 
the last one year, a 10 per cent 
revaluation is a must to provide 
Indian exporters a level playing 
field. After that it is up to the Indian 
exporter to take advantage of the 
new situation. 

Again, a nominal strengthening 
of the yuan can easily be tackled 
by Chinese exporters by cutting 
costs. But for leather and footwear 
exporters such as Rafeeq Ahmed, 
Proprietor, Farida Tannery, there 
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Indo-US CEO Forum: A powerful idea that needs good execution 


Talking Business 


N THE DAYS AND WEEKS PRIOR TO THE RUN-UP TO THE TWO-DAY SUMMIT 
[ieetinó between President George Bush and Prime Minister 
Manmohan Singh, if there was one point of consensus it was with respect 
to the establishment of a CEO forum. Created by drawing 10 CEOs from 
each country, it was designed to provide inputs to push the bilateral eco- 
nomic dialogue between the two countries. However, the actual event (a 
dinner) tumed out to be low key, as it was overwhelmed by the excitement 


over India and the United States inking the nuclear pact that ended the 
former's isolation after the nuclear tests of 1998. The CEOs met in the 
White House premises for an hour on Monday where there was a 





Sa 


“drop-in” by the two leaders. Speaking to the Congress the next day, the 
Prime Minister singled out the Forum as a vehicle that would be utilised 
to tap the potential for economic cooperation between the two countries 
While the Indian side has already nominated Ratan Tata as the chair of 
its group, the American side will likely appoint one before the middie of 
August. One of the first issues to be taken up will probably be easier visas 
for businessmen from both the sides. “Frankly,” explained an official close 
to the discussions, “when you have 20 CEOs working together and get- 
ting comfortable with each other, it will be incredible. Nothing can be a big- 
ger magnet to attract investment to India." That's the hope. Now, let's see 


if the busy CEOs can deliver on it. 
ANIL PADMANABHAN IN WASHINGTON D.( 





could be a shift towards India as 
far as outsourcing is concerned. 
Exporters and importers will bea 
little more circumspect about put- 
ting all their eggs in the Chinese 
basket because of currency uncer- 
tainties. That could mean greater 
imports from India. “This uncer- 
tainty could impact exporters and 
importers alike,” feels Ahmed. 
The long-term impact, econo- 
mists agree, could indeed be far 
more beneficial. “There could be a 
shift in long-term resource alloca- 
tion (investment) from China to 
India and other countries,” says 


Subir Gokarn of rating agency 
CRISIL. Hence, India could see 
greater inflow of foreign invest- 
ment into the country and, conse- 
quently, greater liquidity in the 
market. Adds Surjit Bhalla, 
Managing Director of Oxus 
Research and a leading economist: 
“Maybe now we will achieve the 
much-needed 8 per cent growth 
in India that even the left-over 
politicians will not be able to stop.” 
But, then, one would be foolish to 
underestimate the resourcefulness of 
Chinese exporters—or the daftness 
of Indian communists. 
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Mill Land Mania 


Builders have bid mill land prices in Mumbai to astronomical heights. The big question 
now is if they can build viable properties on them. BY KRISH NA GOPALAN 
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(L to R) Mumbai Textile Mills, Kohinoor Textile Mills and Jupiter Mills: Hottest properties in town 


Tq PREVIOUS REAL ESTATE DEAL INVOLVING THE SALE 
of the erstwhile Mumbai Textile Mills was sup- 
posed to have left the city's property market watchers 
stunned. But the most recent deal for 4.8 acres of 
Kohinoor Textile Mills in Mumbai's central hub 
Dadar, has pushed them into a deeper state of shock. 
Kohinoor has been snapped up for Rs 421 crore, 
putting its price at an eye-popping Rs 15,000 per 
square foot. That's double the price Delhi-based DLE 
paid for Mumbai Textile in the neighbourhood just 
four weeks earlier. With the sale of Kohinoor Mills and 
Elphinstone Mills, the National Textile Corporation 
(NTC) now will net close to Rs 2,000 crore. 

The question uppermost in the minds of most 
people is, have valuations gone through the roof? At the 
current rates (at least what Kohinoor Mills has been 
sold for), the land, once developed, will have to retail 
at a staggering Rs 20,000 per square foot if the deve- 
loper is to make any money. Property consultants 
say that the frenzy in prices is, in fact, not just inex- 
plicable, but very dangerous. For instance, Kohinoor 
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has gone for Rs 421 crore to Kohinoor CTN—a 
Manohar Joshi-Raj Thackeray combine—while the 
7.8-acre Elphinstone Mills went for Rs 441 crore to 
Indiabulls. “These prices are nowhere in line with 
our expectations," states Tariq Vaidya, Head of Asia 
Pacific Research at Knight Frank. 

His firm's estimates for the two mills present 
quite an interesting contrast: Rs 296 crore for 
Kohinoor Mills and Rs 260 crore for Elphinstone 
Mills. The sale of Jupiter Mills in May was concluded 
at about Rs 4,000 per square foot while that of 
Elphinstone is close to Rs 10,000 per square foot. 
“How will money be made after these properties are 
developed?" asks a baffled Vaidya. 

Interestingly enough, the other bidders too quoted 
prices not substantially lower than the winning bid. 
"One cannot seem to understand who's got the whole 
thing wrong. The truth is that market overall has 
extra liquidity with a rising Sensex," says Colliers 
International Ceo Akshaya Kumar. Looks like there's 
a real estate bubble in the making in Mumbai. 
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The Kitty Swells 


The government's revenue uptake is soaring. 


HEN THE CENTRAI 

Statistical Orga- 
nisation (CSO) recently 
announced that industrial 
growth in the first quarter 
of this financial had 
touched nearly 11 per cent, 
one man was the happiest. 
Who? Palaniappan Chidam- 
baram, the Union Minister 
for Finance. Reason? 
Although the industrial sec- 
tor accounts for just 26 per 
cent of the Gop, it fetches a 
whopping 90 per cent of 
the government’s total tax 
collection. A booming 
industrial sector means 
more money for the gov- 
ernment. That's already 
beginning to show on its 
books. Indirect tax col- 
lections are up an enviable 46 per cent at Rs 39,614 crore. A 
break-up of the number shows that while Excise duty collections 
have shot up nearly 50 per cent to touch Rs 21,650 crore, 
Customs mop up has grown 5 per cent too, despite a cut in the 
peak duty rate from 25 per cent to 20 per cent. Similarly, 
Services tax collections stood at Rs 3,250 crore—a jump of 34 
per cent over the same period last year. 

Who's helping make Chidambaram happy? A clutch of 
"old economy" industries such as textiles, where the revenue 
growth was 35 per cent, machinery and equipment (15.9 per 
cent), and chemicals (14.6 per cent). Import of capital 
goods, chemicals and plastics surged too, between 25 and 40 
per cent, points out a Finance Ministry official. Again, 
firmer prices of commodities such as vegetable oil and 
metals in the international market have played a significant 
role in improving collections. 

The uptick in domestic production and surge in imports of 
capital goods point to a turnaround in the investment climate. But 
the question that Chidambaram must we ry about is whether this 
kind of buoyancy can be sustained. “While it we uld be wrong to 
expect a similar kind of tax growth every quarter because a lot of 
refunds happen at the end of the year, one could still expect col- 
lections to be in double digits,” says Saumitra Chaudhury, a 
Member of the Prime Minister’s Economic Advisory Council. 
Chidambaram must be keeping his fingers crossed. 

ASHISH GUPTA 
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FM Chidambaram: Happy for now 
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Tata Group Chairman Ratan Tata: Global call 


M&AP 


VSNUs New 
Move 


IDESH SANCHAR NIGAM LIMITED (VSNL) IS 
pacer about wanting to play the global 
game. The $239-million (about Rs 1,050- 
crore) acquisition of NASDAQ-listed and 
Bermuda-headquartered Teleglobe Inter- 
national Holdings is likely to catapult it to 
among the top three players in the interna- 
tional wholesale voice market. The buyout of 
Teleglobe comes not too long after the con- 
clusion of the acquisition of the assets of 
Tyco Global Network (TGN) for $130 million 
(Rs 572 crore). "While the Tyco deal gave us 
a global presence, Teleglobe presents us 
with the services story," says VSNL's 
Director N. Srinath. The buyout of Tyco 
gave VSNL a massive presence in the 
undersea cable business. 

Teleglobe is one of the largest provi- 
ders of international voice, data, internet 
and mobile roaming services—it accounts 
for 13 billion minutes of international traf- 
fic each year in addition to revenues of $1 
billion (Rs 4,400 crore). With VSNL on 
its own carrying about three billion minu- 
tes, the combined strength of 16 billion, 
claims Srinath, will increase VSNL's bar- 
gaining power with international carriers. 
Teleglobe is also the largest player world- 
wide in the VoIP space. 

The acquisition will be done through 
the creation of a subsidiary —VSNL Teleco- 
mmunications (Bermuda) Limited—which 
will eventually witness the delisting of 
Teleglobe. The deal will take six to eight 
months to be finalised. Are more buyouts on 
the anvil? “It will depend on the opportuni- 
ties that come our way," is all Srinath is wil- 


ling to say at this stage. 
KRISHNA GOPALAN 
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VIDEOCON 


TARGET 





Thomson SA (CPT business) 
Bank of Punjab 

Dabur Pharma — — 

Kotak Mahindra Bank 
Stemcor Holdings - 
Brainvisa Technologies _ 
Kotak Mahindra Bank — 
CEQUISA 

UTI Bank 

Cholamandalam Finance Company 
Indiabulls — y 
Max Healthcare Institute 
Shaw Wallace Agrochemicals 
Aircel Group —— 
Borelli Tea Holdings — 
Celebrity Fashions 
Saurashtra Chemicals 


DEALTRACKER 


DEAL OF THE MONTH 


Acquisition of Thomson SA's 
colour picture tubes 
manufacturing business 
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BUSINESS TODAY-ERNST & YOUNG 


Deal Watch 


Beginning this issue, Business Today will publish every alternate issue a 
monthly listing of the biggest deals in India Inc. Our partner in the effort: 
Global consulting firm Ernst & Young. Here's the first Deal Watch. 


Deal Particulars: The Videocon Group acquired Thomson SA's colour picture tubes 
(CPTs) manufacturing business for euro 240 million (Rs 1,270 crore) through its offshore entity 
Eagle Corporation Ltd. In a related development, Thomson SA agreed to pick up a 14 per cent stake 
in two Videocon companies— Videocon International, for Rs 80 crore, and Videocon Industries for 
Rs 1,200 crore. With this acquisition, Videocon pets access to a capacity of 19 million CPTs and 
4 million units of CPT glass, with 11,000 employees working in four plants of Thomson. The pro- 
ceeds from the sale are to be reinvested by Thomson in two entities of Videocon. Videocon pro- 
poses to fund the acquisition on its own by accessing domestic/international debt/equity markets. 


Impact Analysis: The acquisition. one of the largest by an Indian company in recent 
years, would make Videocon one of the largest players in the global CPT business. Faced with 
aggressive domestic competition, Videocon is now in a position to broadbase its manu- 
facturing geographically. It would also provide Videocon access to full-fledged R&D facili- 
ties at various locations in Europe and China along with access to a large resource of patents 
and IPRs (intellectual property rights), 











INDUSTRY TYPE DEAL VALUE STAKE 


(Rs crore) 














Nideocon — — — DENM Electronics | Acauisition 1.270 100* 
Centurion Bank Banking Mege — : — NA. NA 
_The International Finance Corporation Pharmaceuticals — Investment 65.50 15% 
Warburg Pincus International = Banking Investment. 90.50 295 
Essar Steel Steel : Acquisition 1.950 100% 
WestBridge Capital Partners —  — — t5 Investment 21 NA 

_ CLSA Merchant Bankers — Banking | __ Investment 12480 — 2867; 
United Phosphorus — — ` Chemicals. Acquisition 60 .. 100% 
„Goldman Sachs Mauritius Banking Investment 11654 — 1849; 
DBS Bank — —.— — -* Financial services Investment 228 — 31509; 

. Amaranth Advisors Llc _Financial services ——— Investment - A31 -42.50% 
Warburg Pincus International Healthcare Investment - 115 NA 
United Phosphorus — Chemicals i Acquisition 24 100% 
Torrent | Pharmaceuticals Pharmaceuticals Acquisition NA 100% 
Pequot Ventures (US) * Telecom Investment 1.527 30% 
McLeod Russel India (Khaitans) . Beverages Acquisition 170  ...100x 
New Vernon — EX Textiles — Investment 25 22% 
Nirma Chemicals Investment — 350 — 32% 


Deal Watch includes only M&AS. private equity and brand sale transactions 


Ernst & Young is a leading M&A advisor in 


Business Today or Ernst & Young do not ur 
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India. While every care has been taken to compile this data, it is based on media reports, company 
arch, Any decision on the basis of the above mentioned information should be taken only after professional advice 
idertake any responsibility in regard to any such decision 






Blaupunkt 

TRIPLE WINNER 
"Innovations Design 
& Engineering 
Showcase Award” 
International Consumer 


Electronics Show (CES), 
Las Vegas, 2005. 


cuman | 
" 


JN m. » v 
rr ae 


Blaupunkt MP3 players - Rs. 8450/- onwards. 


car audio 
~ technology 


lis 


tens to 
your car? 


Blaupunkt DSP technology brings acoustic correction and 
noise covering to any automobile, just by ‘listening’ to the car. 


The Digital Sound Adjustment (DSA) process picks up and automatically 
corrects sound distortion caused by the car's acoustics. The Dynamic Noise 
Covering (DNC) listens to wind, mechanical and tyre noises, and then boosts 
the sound level at problem frequencies. This masks noises without the 
need to increase the overall volume, so you hear more natural sound 
at comfortable levels. That’s technology on the go. That's Blaupunkt for you. 
Have you ever thought of a car audio like this? 


! Brand Shops: Bangalore: Mandovi Motors Pvt. Ltd.-26583212/22233763 Bhul 571148 Ernakulam: Akkara Car Company-9846429947/48/49 
! Mumbai: Auto Sonics-56. Delhi: LMC Enterprises Pvt. Ltd.- 55387738/23910460 Premium | Chennai: Radio Warehouse, Anna Nagar 26283010, Radio 


AAs Lanne: Arvurmir aia 


assic Car- 9843231569/2235168/22315! Decors-9396509256/55639256 Mumbai: 
Agencies: Ahmedabad: Astha 


Madhav Enterprises- 
Jaika Automobiles Pvt. Lt 


Sales 
ne: Hira Sales-24216400/01 Raipur: Ranchi: Dynamic Enterprises-2340561 Secunderabad: M/S Ambica Auto 
— ia Nictrihutors: 


Jabbar Car World 9849081 262/9866181462 dentsucommybt-06/05 
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Indices fly, and are likely to keep moving north in the near term. 
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N JUST OVER A MONTH SINCE THE SENSEX 

first touched the magical 7,000 mark 
(7,001.55 on June 20 in intra-day trading), 
it breached the next psychological mile- 
stone: the 7,500 mark (the Sensex closed 
at 7,505.60 on July 25, the day this maga- 
zine went to press). And market observers 
believe this trend is likely to be sustained 
over the next one year. Says Amit Rathi, 
Director, Anand Rathi Securities:"We 
think the Sensex will touch 9,000 by 
December 2006." Expectedly, the Br 50 
and its associated indices also stayed 
on high ground. 

Our flagship free float methodology- 
based index—sT 50—has completed two 
years now. The free float methodology 
has several advantages: first, it considers 
only the value of stocks freely available in 
the market (after excluding the part held by 
promoters and other strategic investors) 
and the weightage assigned to individual 
shares is more representative than the 
market capitalisation-based methodology; 
second, it takes care of the perpetual selec- 
tion dilemma regarding closely-held com- 
panies. For instance, the inclusion of these 
companies may distort the index based 
on total market capitalisation methodology, 
but dropping them altogether may reduce 
its representative character. The free float 
methodology facilitates inclusion of large 
closely-held companies but assigns them a 
lesser weightage. After the success of our 
broad market free float index (that the 
Sensex subsequently decided to adopt 
this is testimony to the efficacy of the free 
float method), we decided to launch sector 
indices using the same method. While the 
general index captures the overall move- 
ments (covering several sectors), sector 
indices capture the movements in individual 
sectors. All these indices have a common 
base period (January 1, 2002). The weigh- 
tages are reassigned every quarter after 
companies declare their ownership details. 
The base value of all Br indices is 100. 

KRISHNA GOPALAN 





IBM eSERVER pSERIES 510 


VHS 


prem nm 
Wi 


| 
| 


A H 


Rs. 3,88,738/-* 





THE POWER OF CHOICE, 
«MORE CHOICE AND 
MUCH MORE CHOICE. 


Built on the future-proof POWER platform, the 
pSeries range of servers from IBM packs IBM eSERVER pSERIES 520 
performance, flexibility and reliability in one 
neat package. And theres one that fits the bill 
perfectly - no matter what your company size, 
| requirements, OS legacy or goals. The range 
includes entry-level servers at one end and 








enterprise class supercomputers at the other. 


e No, 3 Powered by POWERS™ - the most 
Whoever said power made decisions easier? advanced 64-bit chip in the world 


(© server 
Rs. 517757/-* 


Call 1600 338022 or visit ibm.com/shop/in 


/ to buy direct, locate an IBM reseller or for more information. 
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Price Competition 


A staggering 82 per cent of the players expect 
prices to fall in the quota-free world. 


Won't E 9| 


Fall by 5 






$50 billion 





$20 billion 


Hot Investment Segments 


TEXTILES: Home textiles is seen to 
have big potential, followed by 


Export Target 





Against the government's cotton fabrics. 
target of $50 billion, the Wide width home textile 23 
industry expects to do a 
more realistic $30 billion Cotton woven fabrics 17 
by 2010. 
Industry Agenda Cotton knitted fabrics 15 
Improving quality and technology are right on top of the = ROADS 
industry's to-do list. ‘echnical textiles 13 
% Will focus on Yarn dyed shirting 12 
Product Quality 
> Denim fabrics 10 
echnology 


. Polyester blended fabrics § 
Human Resources 


Marketing 






Terry towel 3 


Research & Development 


Others 1 
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6 ON-BOARD COMPUTERS - AUTOMATIC CLIMATI CONTROI 


* DUAL SRS AIRBAGS à- ABS«EBD 
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Call 1600-11-1515 (toll free) for a test drive 


The end of quotas in textiles and clothing is both an opportunity and challenge for the Indian 
industry. It already accounts for 4 per cent of the country's GDP and more than a third of export 
eamings. By 2010, the government wants exports to touch $50 billion (Rs 2 20,000 crore). To get 
a sense of the industry s level of confidence eon sulting firm KSA-Technopak recently conducted 
the first ever survey of more than 120dextie anc clothing companies in India. Highlights: 


Thermal inner wear 


— MERGERS 
- - "AND ACQUISITIONS. 
EVERY NIGHT. 
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Generics’ Price Wars 


Stiff competition in the US is squeezing margins. 


i Reds A SCARY STORY DOING THE 
rounds of pharma companies in 
India. That over the last 12 months, 
companies have been forced to price, 
in the us, their generic drugs like 
ciprofloxacin, enalapril maleate and 
citalopram at 80 to 90 per cent dis- 
count to the innovator price. It's 
not unusual for generic drugs to sell 
at half or a third of the branded 
drug. But these instances, largely 
anecdotal still, are illustrative of the 
state of affairs in the world's biggest 
market for generic drugs. Oversupply 
and the consequent dog-eat-dog 
competition have led to a sharp fall 
in the prices of most generic drugs. 
Ironically, the increased competi- 
tion is partly due to India. Since 
2002, there has been a steady incre- 
ase in the number of players from 
India getting into the Us market. 
Though the exact numbers are not 
available, it is estimated that more 
than a third of the filings for bulk 
approvals in the Us are from India, and more than à fifth of the filings 
for finished formulations are also from India. Small wonder, then, that 
the Us Pharmacopoeia Commission, the drug standard Setter, is setting 
up a laboratory in Hyderabad, India’s pharma capital. 

Bigger players like Ranbaxy and Dr Reddy’s (in select products) have 
actually been able to increase or hold on to their market shares, but by 
sacrificing sticker prices. Ranbaxy's Q1 revenues, for example, dropped 
from $105 million (Rs 462. crore) last year to $80 million (Rs 352 crore). 
Obviously, that's not a sustainable position. So what are the options? 
Launch more generic drugs and find profitable niches. Says a Ranbaxy 
official: “The company will continue to launch new products where the 
focus would be to have a basket of products comprising vanilla generics, 
niche/value-added products, complex technology products and first- 
to-file products.” Orchid Chemicals & Pharmaceuticals is getting into 
penicillin injectibles niche because there are just a handful of us FDA- 
certified plants globally and most of them owned by or manufacturing 
for Big Pharma. Says Raghavendra Rao, Orchid's Managing Director: 
“We'll have penicillin injectibles in the Us market by next year." 

The next two years are expected to be relatively good for the 
industry, as more drugs are set to go off patent. A Mumbai-based analyst 
points out that over the next five years, close to $60 billion (Rs 2,64,000 
crore) worth of drugs will go off patent (most of them in 2006 and 2007). 
Given that some pharma stocks are quoting at steep discounts to their 
recent highs, it may be a good time to start buying them. 

E. KUMAR SHARMA 





Indian pharma: Hoping to find 
profitable niches 
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HREE YEARS AGO, WHEN K. THIMMA- 
rayappa invested Rs 3.5 lakh in 
Bangalore-based firm Vini Vinc 
Foundation, it seemed like a pen- 
Sioner's dream investment. The com- 
pany was offering 18 per cent return 
compared to bank deposit rates of 
6-8 per cent then. Last fortnight, 
Thimmarayappa discovered why 
Vini Vinc, which claimed to dabble in 
everything from iron ore exports to 
IT, promised such high returns: It 
had no intentions of paying back 
the principal. The 67-year-old for- 
mer school teacher is just one of 
the 50,000 investors who are said to 
have lost a staggering Rs 400 crore 
in Vini Vinc, whose President K.N. 
Srinivas Shastry and Vice President 
Lokesh are now absconding. 
Worse, Vini Vinc wasn't the only 
finance company that has done the 
vanishing act in Bangalore. 
Darashinaka Foundation is also said 
to have disappeared with an esti- 
mated Rs 150 crore in public depo- 
sits. But here's the real twist in the 
tale: Even if the culprits are caught, 
it might be difficult to prosecute them. 
Why? All the deposits made to the 
two companies were stated as 
'donations' on the receipts because, 
as the companies led the investors to 
believe, that was necessary to 
escape tax liabilities. 
VENKATESHA BABU 
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All's Well That Ends Well 


The deal with Essar for BPL Communications spells goods news not 
just for Rajeev Chandrasekhar, but also the troubled BPL Group. 


BY VENKATESHA BABU 


AJEEV CHANDRASEKHAR POSSIBLY 
Raio be happier. Three 
years after he first started searching 
for a partner for his troubled ppt 
Communications, he finally found 
one last fortnight in the Essar 
Teleholdings Limited (Ern, and it 
proposes to merge this with 
Hutchison-Essar). 

Simultaneously, the 41-year- 
old managed to strike an out- 
of-court settlement with his father- 
in-law and Bet Group Founder, 
T.P.G. Nambiar, thus bringing to 





an end a bitter and public feud Family again? BPL Comm.'s Chandrasekhar (L) and Group Founder Nambiar 


between the two over ownership 
and management of gP. Communications. 

The centrepiece in the happy BPL story is, of course, 
the deal with ErHL, which has bought out 
Chandrasekhar’s 64 per cent stake, valuing the cellu- 
lar operator at $1 billion (Rs 4,400 crore). BPI 
Communications owns 74 per cent stake in prt. Mobile 
Communications, which provides cellular services in 
Mumbai, and 100 per cent in spt. Mobile Cellular, ser- 
vice provider in the rest of Maharashtra, Goa, Tamil 
Nadu, Pondicherry and Kerala. 

Take out the Rs 1,940 crore that prt 
Communications has by way of debt, the actual cash 
flow to the shareholders is around Rs 2,460 crore, The 
64 per cent held by Chandrasekhar and his associates, 
then, is worth Rs 1,574 crore. It is believed that 
Chandrasekhar's personal stake is around 45 per cent, 
which fetches him Rs 1,100 crore. (The deal is slightly 
more complex in reality because Chandrasekhar's 
stake is held through holding companies like 
Coimbatore Cablenet Pvt Ltd and Tanya Consultants 
Pvt Ltd. Essar, which already held 9.9 per cent in 
bet, Mobile Communications, is believed to be nego- 
tiating with T.P.G. Nambiar also to buy out his stake 
of 7.25 per cent in BPL Communications). 

Both the deal and the valuation did not come as a 
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surprise to the market (see How Rajeev Chandrasekhar 
Got His Groove Back, nr, July 31), as Chandrasekhar 
had been negotiating with potential partners for nearly 
two years after the failed merger with the Birla-Tata- 
AT&T combine (now rechristened as Idea). 

Needless to say, Chandrasekhar is thrilled. 
Expressing his delight at the deal, billed as the biggest 
in Indian telecom, a relieved Chandrasekhar told gr: “It 
has been an emotional, but a rational decision. (BPI 
Communications) was built over 10 years. It was not 
an easy decision to part with it. I also had to take into 
consideration the interests of more than 1,000 
employees who have been with us through good and 
bad. I felt that Essar would best suit our goals." 

What does he plan to do with the Rs 1,100 
crore that he now gets to pocket? “I will continue to 
be in the technology and media space," he ‘says. 
There have also been reports that he is mulling a 
vc-style fund, besides a foray into rM radio (he 
had, for a short while, run Radio Indigo, and bid for 
FM radio licences for Bangalore and Kochi). Is there 
any truth to those reports? “I am going away on a 
vacation. Once I am back, my future plans will be 
clear." Clearly, time is no longer an issue with the 
former Intel-engineer-turned-businessman. 


GEARS LIMITED 304-A. Shanthi Gears Road, Singanallur, Coimbatore - 641 005, Tamilnadu, india 
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DSP's Holland: Bullish on mid-caps 


D-STREETP 


Flls Think 
Small 


D ees. WAS A TIME NOT TOO LONG 
ago when no respectable rii (for- 
eign institutional investor) would be 
caught investing outside the Sensex 
Stocks. Look at what's happening 
today. Of the Rs 22,000 crore that 
Flis have poured into the stock mar- 
kets this year, an estimated Rs 8,800 
crore has gone to mid-cap stocks. 
While no such estimates are avai- 
lable in the case of small-cap stocks 
(market cap less than $300 million, 
compared to $300 million-to-$1 bil- 
lion, or Rs 1,320-4,400 crore of mid- 
cap stocks), most market players 
concur that such stocks have recei- 
ved a lot of FII interest. “Today, Flls 
come in various forms and they 
invest across categories," says 
S. Sriniwasan, Executive Director, 
Kotak Realty Fund. "If big companies 
tum expensive, then there is a run up 
in the mid-caps that then extends 
to small caps," he adds. Andrew 
Holland, Executive Vice President 
of DSP Merrill Lynch, thinks the rea- 
son is more fundamental. "When 
the economy grows at 7.5 per cent, 
demand is strong and the capex 
cycle starts to pick up; these become 
the reasons for Fils to look at India,” 
he says. Holland adds that mid-caps 
outperformed the Sensex by 50 per 
cent last year and this year the mid- 
cap index is up 22 per cent, meaning 
that smaller stocks are starting to 
get "recognised as an asset class". 
Alternatively, it could also mean that 
it's time to view market valuations 
with some scepticism. 

PRIYA SRINIVASAN 
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Coming Soon: Net TV 


Telcos are gearing up to launch TV on internet. 


Cans SEPTEMBER THIS 
year, about 1,000 broad- 
band users of Bharti Tele- 
Ventures in Delhi and 
Gurgaon will get a new kind 
of service on their broadband 
lines: television. By March 
next year, when its broadband 
subscriber base will double to 
3 lakh, Bharti expects to have 
a more ambitious plan in 
place. Says Jagbir Singh, cro 
(Infotel), Bharti Tele-Ventures: 
“Net TV is already a reality in > 
Hong Kong, Belgium and Italy. BSNL CMD A.K. Sinha: 

So the technology issue has Eyeing the market 

been sorted out.” 

Up next could be BSNL, Reliance Infocomm and Tata Teleservices. 
Currently, BSNL has 90,000 broadband users in 120 towns and is said 
to be adding 25,000 subscribers a month. It is expected to finalise its 
Net TV strategy by the year-end, when it will have broadband cover- 
age in about 200 towns. As for the Tatas, their group company VSNL 
announced a strategic tie-up with the Paris-based Thomson Group “to 
explore new opportunities in managing and delivering content for third 
parties, including broadcasters and content providers”, The tie-up will 
also offer services to VSNL's media and entertainment consumers. In the 
case of Infocomm, its acquisition (via Reliance Capital) of a majority 
stake in Adlabs gives it a foothold in the digital film distribution busi- 
ness. But the move will also, at a future date, complement the broad- 
band plans of Infocomm. Sceptics, however, abound. Says a consultant 
at PricewaterhouseCoopers: “Telcos claim a lot, but we will have to 
wait and see whether it really works out.” Wait we shall. 

KUMARKAUSHALAM 
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Why It Pays To E 
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Read U * - 
EADERS OF BUSINESS TODAY TR LIS "B 


| would know that we aren't 
prone to bragging. If we are making | i $ 
an exception this time it's because 
of the momentous occasion. In February this year, we 
had stuck our neck out to say that the Sensex would 
touch 7,500, and repeated it two issues back. On July 
25, the index proved us right, and closed at 7505. The 
| next tip? Here's a priceless one: Keep reading BT. 

























HINDI MASS CHANNELS KA 


BAADSHAH KAUN? 





Having established itself in the No.1 position in Hindi cinema genre for 10 years, Zee Cinema is fast becoming 


India's No.2 Hindi mass channel. Zee Cinema's channel share has increased to 5.5% while the average weekly 


reach has climbed to 5896. Zee Cinema leads Sony on weekends, afternoon and evening time bands Zee Cinema's 


weekly GRPs shot past Sony in the last 17 out of 29 weeks. Zee Cinema's average 


minutes whereas, Sony's has remained the same. Zee Cinema exceeded 190 


www.zee-cinema.com Source: TAM data; TG: CS4+; Mkts.: HSM 











time spent has increased to 47.59 
GRPs eight times in the last 29 


weeks. With numerous brands riding on Zee Cinema's new status, isn't it time you did the same? 
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Matrix Labs’ Prasad: Many a slip between the cup and the lip 


A Still-born Deal 


Matrix-Strides call off their hi-profile merger. 


A. PRABHAKAR RAO 


ARELY TWO MONTHS AGO, HYDE RABAD-BASED MATRIX LABORATORIES AND 

Bangalore's Strides Arcolab were the talk of the pharma town. In 
what had been widely described as the first deal of its kind, the two com- 
panies had agreed to merge and thus create the ninth most valuable 
entity in the industry, with more than Rs 1.000 crore in topline. In the 
last week of July, the ambitious plan was reduced to a line of apology. 
“It is unfortunate that the agreement could not be reached on valuation," 
read a joint statement issued by Matrix's Executive Chairman N. Prasad 
and Strides’ CEO & MD, Arun Kumar, calling off the merger. Interestingly 
enough, the stock market did not react too badly to the announce- 
ment. On the next trading day (July 25), the Matrix stock was down 4 per 
cent at Rs 197.60 and that of Strides, down 3 per cent at Rs 237.55. 

With the merger abandoned, the two companies are now talking of 
"sharing synergies". Strides, it appears, will license a range of hospital 
injectibles to Docpharma (recently acquired by Matrix) and Matrix in 
turn will strengthen its collaboration with Strides in the area of anti-retro 
virals (ARVs) used in treatment of HIV patients. Few are happy with the 
compromise. Says a Mumbai-based analvst who has tracked the deal: 
"For a company (read: Matrix) that is getting into generics and is aiming 
at the European generics market (the reason why Docpharma of 
Belgium was acquired), it was important to have the formulations 
expertise. Sure, they could acquire some other company, but the deal 
at the moment would seem to have a negative impact." Even for 
Strides, essentially a formulations manufacturer, the deal was meant to 
provide backward integration into bulk drugs. 

Yet, not everybody is unhappy with the deal falling through. There 
are some who feel that it is a welcome development, considering that 
the fair value of Matrix shares was at stake. “Does Matrix need to pay 
a premium to get into formulations? | don't think se ^," says an analyst. 
"Formulations isn't all that hi-tech a business." Maybe, but Prasad and 
Kumar could have handled the whole affair much better. For one, they 
need not have rushed with a merger announcement without actually 
working out the finer details. Hopefully, it's a lesson they will keep in 
mind when they work on their next M&a deal. 

E. KUMAR SHARMA 
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| F THERE WAS EVER ANY DOUBT ABOUT 
India being the cellular handset 
manufacturer's final frontier, it's now 
been laid to rest by Motorola. The 
American giant launched three 
mass-market handsets—C 138. 
C115 and C116—in April this year 
priced at just about Rs 1,500. 
What's more, they come with eight 
hours of talk-time, courtesy high- 
end lithium batteries. According to 
Motorola India Mobile Devices 
CEO, Percy Batliwala, these hand- 
sets are the first in a series of entry- 
level phones that the firm will be 
launching in markets like India. 
Motorola's low-cost plans come on 
the back of arch-rival Nokia's Made 
in India handsets, the 1100 and 
1108, built with popular features 
like an integrated key pad and flash- 
light. Nokia and Motorola's slugfest 
at the bottom of the market is likely 
to be joined by other vendors such 
as Philips and LG, both of whom 
are working on their own low-cost 
(read sub-$20 or Rs 880) hand- 
Sets. A price drop below the psy- 
chological Rs 1,000 mark may be 
just the lever telcos need to turn 
the floodgates of tele-density from 
around 6 per cent today to 18 per 
cent, a target recently laid out by 
Union Communications Minister 
Dayanidhi Maran in Bangalore. 
RAHUL SACHITANAND 
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RY CATCHING BIG BUSINESS SHARING A PLATFORM 

with the communist parties. Ironically, though, 
the raging debate over foreign investment in retail 
has brought the two of them together to argue against 
it. The entry of global players like Wal-Mart and 
Carrefour, it is argued, will drive the kirana (mom- 
n-pop) stores out of business and result in massive 
unemployment. Like much else that the communists 
have argued against over the years, there’s little subs- 
tance in it. According to Arpita Mukherjee, Senior 
Fellow at ICRIER and co-author of a recent paper on FDI 
in Retail Sector (in) India that has been submitted to the 
Central government, the entry of foreign players ina 
growing economy like India will actually result in 
greater and better employment both in the organised 
and the unorganised sectors, as it has elsewhere in 
the world. And kirana stores will continue to thrive. 

Organised retailing improves the quality of 
employment through investment in training, higher 
wages and better working conditions. Adds a senior con- 
sultant in the retail industry: “All the talk of huge job 
losses at the petty trader level was just a bogey for the 
big organised domestic retailers to protect their own 
turf.” Indeed, if at all, the kirana store faces threat from 
organised retail, foreign or Indian, hardly makes a 
difference. Allowing foreign investment in retail will 
increase competition, forcing domestic retailers to 
improve productivity and efficiency. This would, in 
turn, lead to lower prices for the consumer and greater 
outsourcing to the local manufacturers. 

There are other reasons why the big foreign retai- 
lers should be let in. Organised retailing has significant 
backward linkages by way of a supply chain, investment 
in food processing industry and manufacturing units, 
and opportunity for the farmers to sell directly to the 
retail chains. “By doing away or at least reducing the 
number of intermediaries, organised retailing not only 
ensures a better price for the producers, but lower 
prices for the final product,” says Asitava Sen, Associate 
Director, PricewaterhouseCoopers. And for the con- 
sumers it will mean assured product quality, better 
services and a great shopping experience. 

Mukherjee’s study, however, does admit that the 
highly fragmented domestic retail industry needs some 
more time to consolidate, besides reforms such as an 
end of the concept of maximum retail price. And that, 
incidentally, is also the point being made by big Indian 
retailers. Says Sanjiv Goenka, Vice Chairman, RPG 








The Indian retailer: Won't roll over and play dea 


Enterprises, which owns Spencer's: “I am totally oppo- 
sed to the entry of FDI in the retail sector because 
India is not ready for it." Others like Kishore Biyani of 
Pantaloon Retail say that there's no reason why the 
country should cede control of "the final point in eco- 
nomic activity to foreigners". 

While it's a fact that Indian retail has grown 
phenomenally over the last 10 years (the market for 
organised retail is estimated at about Rs 25,000 crore), 
it's also true that India has been a retail laggard. Over 
the last 10 years, just 2,500 organised retail stores 
opened, compared to the five lakh kirana stores that 
mushroomed last year to sell FMCG alone. There are nine 
million neighbourhood stores that dominate retail in 
India, and will continue to do so well into 2010. It’s no 
surprise who pays for the cost associated with reaching 
out to a fragmented market: you, the consumer. 

With the government close to finalising some kind 
of a policy on FDI in retail, it's quite likely that 49 
per cent ownership may be allowed (as suggested by 
Mukherjee in her report), going up to 100 in the next 
three years or so. Ministry sources point out that a com- 
mittee headed by Deputy Chairman, Planning 
Commission, Montek Singh Ahluwalia and 
C. Rangarajan, Head of Economic Advisory Council to 
the Prime Minister, is looking into the ICRIER report. Their 
recommendations are expected to go to the Cabinet 
by September. So, expect a Carrefour or a Wal-Mart in 
your neighbourhood not too far in the future. 

ASHISH GUPTA 
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ANGALORE'S DESCENT INTO 

darkness has been well chroni- 
cled. Half-built flyovers, potholed 
roads, frequent power cuts, choked 
lanes and by-ways, and unplanned 
growth are only some of its obvious 
manifestations. But an airport that is 
yet to take off 20 years after it was 
originally mooted, a highway con- 
necting two major cities of Ban- 
galore and Mysore in the works 
for more than a decade, and a mass 
transport rail system that has been in 
suspended animation for 17 years 
are all symptoms of a deeper malaise 
made worse by a government that 
has been ranked the fourth-most 
corrupt in India by Transparency 
International. 

To be fair, most of the prob- 
lems were inherited by the 
Dharam Singh government. But 
what Bangaloreans find inexpli- 
cable is that while the previous 
Congress government, led by S.M. 
Krishna, seemed willing to address 
these problems, the present coali- 
tion between Congress and Janata 
Dal (Secular) seems indifferent to 
the city's plight. And increasingly, 
Janata Dal (Secular) leader and 
former Prime Minister Hardanhalli 
Doddegowda Deve Gowda is seen 
as the man driving Karnataka's 
rural bias—at the cost of urban 
development. 

It's easy to see why the self- 
proclaimed “son of the soil” has 
his heart in rural Karnataka. His 
regional party, which was written 
off until early last year, made a sur- 
prisingly strong comeback in last 
year's elections, winning 58 of the 
state's 224 assembly seats, mainly 
with support from the rural elec- 
torate. Gowda, shrewd enough to 
see a clear message in Krishna's 
election loss, came in third in a 
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.. Karnataka's Kingmaker 


Former PM H.D. Deve Gowda is the man who calls the shots in Bangalore. 





hung assembly and joined hands 
with the Congress to form the gov- 
ernment. Incidentally, Gowda's 
party failed to win even one seat in 
Bangalore and only recently did it 
score a victory in the by-elections. 
With his power base set in rural 
Karnataka, Deve Gowda sees no 
reason to pay attention to 
Bangalore. Only after years of tor- 
tuous negotations has work on the 
Bangalore International Airport 
finally begun. *We managed to reco- 
ver 400 acres of excess land given to 
the airport and cut the state 
government's monetary outgo by 
Rs 30 crore. Isn't that an achi- 
evement? What if it leads to a bit of 
delay?" asks a combative Gowda. 
Query him on the stalled 
Bangalore-Mysore expressway that 
has been mired in litigation, and 
the former PM comes out with all his 
guns blazing. *How much has the 
private company brought in as equ- 
ity investment from their part? 
Rs 70, that's all. The previous state 
government headed by ‘the best 
CM' gave them 2,000 acres of excess 
land for a lease of Rs 10, which 
the company has pledged with 1cici 
and raised Rs 150 crore and now 
say it is their investment. Deve 


Gowda is the only one trying to 
safeguard the interests of the poor 
and for that, if I am blamed as 
stalling the progress of Bangalore, so 
be it,” he says rhetorically, 

What about the choked roads, 
half-built flyovers and threats by rr 
players that they will move else- 
where if Bangalore’s problems are 
not solved? “Let them go,” is his 
nonchalant answer. “Why was one 
company (read: Infosys) alone 
favoured with so much land? All 
the visiting dignitaries only go there. 
Isn’t Wipro doing well?” asks 
Gowda. Land is a recurring theme 
in all conversations of Gowda. 
“Land is a scarce commodity and 
some of these companies have been 
enhancing their assets by grabbing 
real estate,” he fumes. 

Yet, Gowda says he is not against 
Bangalore’s development. It’s just 
that “Bangalore only has 7 million of 
Karnataka’s 55 million people. My 
attention is towards serving those 
poor people”. At 72, age has not 
dimmed Gowda’s combativeness or 
his ability to bounce back from set- 
backs. Bangalore, however, may 
take a long time to recover from 
the setbacks it is now facing. 

VENKATESHA BABU 
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‘Adverse conditions, 


Bosch makes it perfect 
for safe driving. 


New generation Anti-lock Braking Systems (ABS), Electronic Stability Programme (ESP), Traction Control System (TCS) and 
Air Bag Control Units - Bosch invests billions of euros to enhance vehicle safety and performance. In India, Bosch and Mico 
are working together to ensure your vehicle has access to the world’s best technology. Bosch, the largest auto component 
supplier in the world and Mico, the largest in India, will together make mobility Clean, Safe and Economical. That's The power 
of We - giving you the best of both worlds. So the next time you're on the road, you can weather all conditions confidently. 


‘MICO The power of We BOSCH 





. . .AND THE MOST 
CRITICAL PART OF 
YOUR OBJECTIVE 

I9:.. 


TLL BE RIGHT BACK. 
I NEED AN INTER- 
PRETER WHO SPEAKS 


MUMBLE 
MUMBLE 
MUMBLE 
MUMBLE 





MUMBLE 
MUMBLE 
MUMBLE 
MUMBLE 











MUMBLE 
MWUAMBLE 


THIS IS ALLEN. HE 
SPEAKS FIFTY MAN- 

AGEMENT LANGUAGES 
INCLUDING JARGON, 
WEASELESE AND 
MUMBLE 


I'M A BIT RUSTY WITH 
THE POINTY-HAIRED 
DIALECT BUT I THINK 
HE WANTS YOU TO 
LINE DANCE INA 


GAZEBO. 












A. PRABHAKAR KAO 





Bharat Bio's Ella: More than skin deep 


Going 
To Market 


IOTECH-BASED PRODUCTS ARE 
finally beginning to hit pharma- 
cies in India. Less than three months 
after Dr Reddy's Labs launched its 
Plermin (a cream that treats diabetic 
foot ulcers by stimulating growth of 
skin), another Hyderabad-based 
company, Bharat Biotech, has unvei- 
led its own version of the cream, 
called REGEN-D. Except that the 
biotech start-up is calling it India's first 
indigenously developed and manu- 
factured "recombinant epidermal 
growth factor" (read: skin regene- 
rating cream). While Plermin was 
licensed from yet another Hyde- 
rabad-based firm called Virchow 
Biotech, REGEN-D is the result of 
collaborative-research between 
Bharat Biotech and the Delhi-based 
Institute of Genomics and Integrated 
Biology, part of the CSIR system. 
Plermin sells for Rs 1,100 and 
Rs 1,950 (for 7.5 gm and 15 gm 
tubes, respectively), and REGEN-D 
for diabetic foot is priced at Rs 1,000 
for 7.5 mg. "There is no better pro- 
duct than this for diabetic foot ulcer at 
this point of time," says Krishna M. 
Ella, Bharat Biotech's CMD. If such 
biotech products find takers in the 

market, many more could follow. 
E. KUMAR SHARMA 






One Revolution Ahead 


THERE'S NO OTHER 
TYRE BRAND IN INDIA 
THAT COMES SO 

HIGHLY RECOMMENDED. 


GOODYEAR IS THE ONLY TYRE APPROVED BY EVERY CAR MANUFACTURER IN INDIA. 


Built with Trinuum technology, Goodyear tyres come with more than just comfort and safety. They 


come with the trust of every car manufac turer in India 


Our tyres have withstood the toughest tests and have emerged winners every time With supreme | ee Irinuum 


technology that ensures a smoother drive on any terrain, Goodyear is not just the preferre d choice 
but the only choice of millions, the world over 


M$ und . X ACA: m9 we Cc dea (ERI TATA ! 
BU RE iq id «c» r1 i GDTOYOTA Aw RE lal ME ynon Té. AE TA 
tioned he ien 


Goodyear is a registered trademark of Goodyear Tire and Rubber Co. The names and logos of actual Companies me ein may be their respective t 
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Q&A 


“India Is Vital To Us” 


O-OWNED BY PARIS-BASED 
p Group and Carlson 
Companies of tbe us, Carlson 
Wagonlit is the world’s second- 
largest travel management 
company with $11.5 billion 
(Rs 50,600 crore) in annual sales. 
Recently, the company’s coo for 
Asia Pacific, Berthold Trenkel, 
was in India. He spoke to Br's 
Kushan Mitra on the booming 
travel business, Excerpts: 





How much has the Indian corporate 
travel market grown since 2001? 
Indian corporates are travelling a 
lot more now, especially abroad. 
In fact, last year over 70 per cent 
of our revenue, which totalled Rs 6 15 crore, came from international 
bookings. This year we expect to do over Rs 850 crore worth of 
bookings in India. Overall, in Asia-Pacific, our revenues touched $1 bil- 
lion (Rs 4,400 crore) last year, close to 40 per cent growth, but a lot of 
that was also due to a post-saRs rebound in travel. India is currently Asia’s 
fourth largest market after Japan, China and Australia. 


VuHH3N NVAIA 


| am sure a lot of your revenues come from MNCs based out of India. 

Not true. While we are the travel agency of record for many large multi- 
nationals like GE, last year 60 per cent of our revenues came from local 
companies, We handle the travel requirements of many large Indian cor- 
porates such as Infosys, Wipro, Satyam and L&T. And while MNCs see a 
lot of inbound travel, Indian companies do a lot of outbound travel. As 
these companies get more international business, they will travel more. 


How is your model different from that of other travel agencies? 

We don't work on a commission basis, which means we charge a 
fixed fee for each booking or hotel reservation and not take 5 per cent 
off the top of every air ticket. That means we will try and sell the lowest 
possible fare. Plus, we encourage firms that travel a lot to have fixed deals 
with airlines and then we become the intermediary between them, 


How will low-cost air travel impact corporate India? 

Well, in India unlike in Europe or South-East Asia, these low-cost 
carriers fly between major cities. It’s not like Ryanair flying to Frankfurt- 
Hahn, which is 70 km from downtown, or Asian LCCs (low-cost carri- 
ers) flying to tourist destinations, However, it is still too early to say what 
impact it will have, because there have been problems with cancellations 
and delays, and they have very restrictive fares and low frequency. 
Corporates need flexibility with travel. You can’t do that with one or two 
flights a day between Delhi and Mumbai. 
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ZIP» 


Super-luxury 
Cars 


How many of these have they sold? 





Mercedes 

Rs 90 lakh upwards 
Launched 2004 
Units sold last FY-8 


Rs 75 lakh upwards 
Units sold last FY-40 
BMW? 


series 
Rs 70 lakh (740); Rs 80 lakh (7451); 
Rs 1.2 crore (760iL) 


New 7-series Launched 20 
Units sold last FY-35 


AudiAG — — — 
Rs 58 lakh (3. Di); Rs 70 lakh (4.2 V8); 
RBO EOWA o 





Units sold to date-12 


Porsche Cayenne 

Rs 65 lakh upwards 

Launched 2004 

Units sold to date-15 OOP 

Units sold to date- under 5 
Arnage/Arnage RL 


Rs 2 crore upwards 
Launched 2003 
Units sold to date- 40 


Bentley Continental GT 
Rs 4.75 crore 

Units sold to date- 5 
Rolls 


Rs 2.75 crore upwards 
Launched 2005 
Units sold to date- 2 
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Pan The Intel® Itanium® 2 platform makes the HP Integrity NonStop Server even more reliable 
\ N27) Downtime is on the verge of extinction, thanks to HP's latest generation of mission-critical server: 

Based on Intel Itanium 2 Processors - Intel's highest-performing and most reliable serve 
platform - the HP Integrity NonStop server now has an unprecedented 99.99999% reliability 
In fact, NonStop is the number one server in the world's stock exchange trade processing ATM transactio 
switching and 911 emergency call handling**. Be afraid, downtime. Be very afraid 


ITANIUM 


In 


“Reliability based on Q2 2004 Standish Group Quarterly Report, © 2004 Standish Grosp International Inc. **Based on HP-provided data 2005 intel Corporation. intal, the Intel Inside logo and Itamum 2 ue 
intel Corporation or its subsidiaries in the United States and other countries. All rights reserved. All trademarks are the property of their respective owners. 





SO SIMPLE TO INSTALL, 
MANAGE AND MAINTAIN, 


YOU'D FORGET IT'S A SERVER. 


Rs. 98,807/- 


HP PROLIANT ML350 G4 
bie PLUG MODEL 


(JJ 


M 


HII 
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M 
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Intelligent innovation, legendary performance, reliability, demonstrated value and special prices fill 31st August 2005. 


These are just a few things you can expect from these HP Proliont Servers. HP was the &1^ ranked Intel® Processor - based’ 


server vendor in Q1 2005 across geographic segments - Worldwide, Asia/Pacific and India in un 


Windows®, Linux and NetWare Intel® Processor - based? server - Worldwide and Asia/Pacific markets; and 41^ 
manage and maintain 


it shipments; 41^ in 
Windows® 


and Linux Intel® Processor - based! server in unit shipments in Indio. Incredibly simple to install, use 
sting productivity. Trust HP 1o deliver solutions that not 
ind an HP Proliant 


these HP Proliant Servers help cut downtime and expenses while boo 
only easily fit your budget, but also suit all kinds of applications your business depends upon. It's easy to f 


Server for your specific needs, so simply choose from this comprehensive range today. 


^ rs. 48,884/- rs. 67,564/- 


HP PROLIANT ML110 G2 HP PROLIANT ML150 G2 

SCSI MODEL HOT PLUG SCSI MODEL 

* Intel® Pentium® 4 Processor 3GHz * intei? Xeon™ Processor 3GHz 
(1024KB L2 Cache, 800MHz FSB) (1MB L2 Cache, 800MHz FSB) 

* Uni-Processor Capable + Dual Processor Capable 

* Intel® E7221 Server Chipset * Intel® 7320 Server Chipset 


* 512MB x 1 PC2700 DOR memory 
* No HDD 
* 3-1-1 warranty 


* 512MB x 1 PC3200 DDR memory 
* SCSI model with no HDD 
* 1-1-1 warranty 





Talk 3030 4499 (from mobile) or 
1600-444999 (from MTNL/BSNL lines) 
Shop www.hp.com.sg/smartoffice 
ntact contact@hp.com 
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apply. Product visuals shown may vary from the actual product. © 2005 Hewieft- Packard Development 
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Own Your Own Plane 


Can't afford one? No problem. Just buy a part of it. 


T ssec AIRLINE? GROAN. BUT 
this one's different. Because 
you will actually own (partially, at 
least) the aircraft you're flying in. 
How? Buying a jet costs the earth: 
$4-20 million (Rs 17.6-88 crore), 


depending on whether it's pre-. 


owned or brand new. Then, there's 
the monthly maintenance bill of 
Rs 25-40 lakh. 

But what if you could buy frac- 
tional ownership in a jet at a fifth 
or a sixth of these amounts? That's 
what Manav Singh, Managing 
Director, Club One Air, plans to 
offer. “People don't have to spend 
crores buying and maintaining a 
jet; we will be their asset mana- 
gers," he says. The deal is simple. 
"You pay a certain amount, say 
Rs 5-6 crore, to buy a share in a 
plane and a few lakhs every month 
for maintenance. Since the costs 
are shared, it becomes that much 
more affordable," he adds. 

In return, you get 160 hours a 
year in a luxury seven-seater busi- 
ness jet (a Citation II or Citation 
XL), which can fly non-stop to 
anywhere in the country. All you 





Club One Air's Singh: He'll have you jetting around 


have to pay for is the cost of fuel— 
around Rs 50,000 an hour. *In 
the long run, it is cheaper for a 
company to buy this rather than 
charter a small jet at Rs 1.85 lakh 
an hour," says Singh, who already 
has a fleet of three aircraft (Citation 
jets). He plans to acquire another 
two before he begins operations 
in late August. His total invest- 
ment: Rs 75 crore. Singh is 


thinking big—he hopes to have a 
fleet of 30 such jets by the end of 
next year. But he concedes that 
making money in the aviation busi- 
ness is tough. “I don't think I'll be 
making money until I have a fleet 
of at least 50 aircraft, and that is 
still a few years away." Maybe, 
but the progress of this airline will 
be interesting to watch. 

KUSHAN MITRA 
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Shock-proof Sensex? 


The Sensex has shown great resilience in the face of global disasters. Take a look: 


A car loaded with explosives blows up in 
west London, injuring seven people 


August 3, 2001 


3,329.95 
3,325.38 à 
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Plane hijacked by Al-Qaida crashes into the 
WIC towers in New York. Death toll: 2,819 


September 11, 2001 
3,150.40 






2,987.50 





6,679.20 





uake off northern Sumatra triggers | — Th explosions on London's underground 
pe gd 225,000 d 2 Ws 


and one on a bus. Death toll: 52 


has. 2008 , 
7,287.60 790514. 7,303.95 
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EPSUN 


EXCEED YOUR VISION 


EPSON DOT MATRIX PRINTERS NOT ONLY HANDLE HEAVY WORKLOADS 
BETTER THAN ANYONE ELSE, but also deliver unmatched reliability, efficiency & 
j economy. Which means that you can enjoy truly hassle-free printing - whether its 
reports, tax invoices, forms or any other type of documentation your business needs. 


-T—À— 
! IX PRI 
ULY DADED. FULLY RELIABLE 


Vv 
e Ora m E477 © EPSON | For service, product info or to order a cartridge - 1600 425 0011 (9AM - 9PM) 
Dot Matrix Printer WARRANTY TELPLINE | For service (CDMA & mobile users)- 3900 1600 (9AM - 6PM) Www. @pSOR.CO in 
sais IPE PRINT MEAD 


*on select models 
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Win Some, Lose Some 


TCS' merger with TIL brings operational synergies, but at the cost of profit margins. 


4 ens CONSULTANCY SERVICES, 
the country's largest IT 
company, recently announced 
the merger of another Tata 
Group company, Tata Infotech 
Limited (TIL), with itself. The 
swap ratio: 1:2 (or one share of 
TCS for every two TIL shares 
held). Says S. Ramadorai, CEO 
and MD of TCs: "The merger 
brings strong synergies for TCS. 
Tata Infotech has a significant 
presence in the systems integ- 
ration space and counts several 
Fortune 500 companies as 
clients. The combined entity 
can now offer them end-to-end 
solutions. TCS also gets a trained 
team of 3,600 professionals 
from Tata Infotech. The merger 
will lead to greater efficiencies, 
particularly in marketing." 
Market analysts seem wil- 
ling to buy that argument but 
caution that the merger could 


ed 


TCS' Ramadorai: Moving up the value chain 


will suffer. If we add the 2004-05 





impact TCs’ margins, both at the 
operating and net levels. *The 
merger will add Rs 79.8 crore to 
TCS' bottom line, but its margins 


profits of the two companies, TCs’ 
net margin reduces from 21.1 per 
cent to 19.9 per cent. This will 
take time to correct as TIL’s margins 


POACHING. 


ADAE' Bharti Fixation 


NIL DHIRUBHAI AMBANI ENTERPRISES (ADAE) IS RAIDING BHARTI TELE-VENTURES' HUMAN 

resource pool. Following in the footsteps of Jai Menon, who joined ADAE last 
month as Head of IT, Rajeev Batra (Chief Architect, Corporate IT and 
Technology, at Bharti) joined ADAE as Vice President (IT and Technology). 
Debabrata Chowdhury, Chief Technology Officer (Enterprise Services), Bharti, 
also jumped ship and joined Anil Ambani as Vice President (Technology 
Development). Besides, Nalini Gupta, Chief Products and Marketing Officer at 
Bharti, has joined Ambani's office as Marketing Advisor. 

Telecom industry officials point out that the Big 3—Bharti, Hutch and 
Reliance—have the best talent in the industry. "So it is logical for them to 
poach from one another," they say. This game has been on for a while. Elder 
brother Mukesh (when he was Chairman of Reliance Infocomm) had poached 
Atul Jhamb, the current head of Reliance Infocomm's Mumbai and Maharashtra 
circles, and Inder Bajaj, head of the post-paid business, from Bharti. 

KRISHNA GOPALAN 
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are considerably lower than 
those of TCs,” says Harit Shah, 
software sector analyst at 
Quantum Information Services. 
Given the flat topline (Q-0-Q 
growth in the last quarter of 
2004-05 and a marginally bet- 
ter 4.83 per cent sales growth 
(according to US GAAP) in the 
first quarter of the current fiscal, 
this can be cause for worry. 
“rcs can offset the impact of 
the lower margins by improving 
operational efficiencies, getting 
higher billing rates through bet- 
ter execution of fixed price 
projects (FPPs) and improving 
its business mix in favour of 
high-end services like consulting 
and enterprise business solu- 
tions,” says Shah, adding: “TIL’s 
strength in high-end systems 
integration will help TCS move 
up the value chain; and the 
acquisition will help TCs become an 
end-to-end services provider.” 

As they say, you win some and 
lose some. 
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Usha: India's number one exporter of fans. 
The undisputed leader in fans. 





Usna Ivrerwationat Lro. It’s a better life 


Water coolers & Airconditioners, Home appliances, Agricultural & 


Fans, Sewing machines, 
Generators, Inverters & Auto components. 


Domestic Engines, Motors & Pumps, 


ENTERPRISE NEXUS 80866 


Dt trends 


A Perfect 10 


Hindi news channel pioneer turns 10. 





A” TAK, INDIA'S NUMBER ONE NEWS CHANNEL, 
completes 10 years at the helm of television 
news business this month. Born as a 20-minute 
news capsule on Doordarshan, Aaj Tak had an 
enormously successful run on the state-owned 
channel between 1995 and 2000, when it went on 
to become India's first 24-hour Hindi news chan- 
nel. “People told us that television news would 
never work, as audience is only interested in enter- 
tainment not infotainment,” recalls G. Krishnan, 
CEO of TV Today, the company that runs Aaj Tak 
(and Headlines Today), on the challenges that the 
channel faced back in 2000. 

But aggressive, objective and engaging news 
reporting in street-lingo Hindi made Aaj Tak, 
now a Business Superbrand, a hit with audiences, 
advertisers and cable operators within just six 
months of launch. That helped it stay right at the 
top even as the market for 24-hour news exploded 
and competition came in from all kinds of players. 
Says Krishnan: “Apart from maintaining our 
viewership lead, we still have more than a fifth of 
the entire genre revenues.” The genre rakes in 
Rs 600 crore in annual advertising revenues. 

Aaj Tak has lived with ‘Sabse Tez’ (which in 
popular Hindi means, the fastest) as a defining phi- 
losophy, not just a tag line. “At Aaj Tak, our aim 
has always been to capture the changing face of 
India in the fastest, most imaginative, memorable 
and accurate manner. This aim nurtures fearless 
journalism and an uncompromising commitment 
to integrity of news coverage. And we are proud to 
have maintained this attitude for 10 years now. 
This is a great occasion to celebrate as well as to 
renew our commitment to higher levels of achieve- 
ment for Aaj Tak," says Aroon Purie, Chairman 
and Managing Director of Tv Today. 
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All tuned in: MNCs are all ears 


Calling India 
Global telecom OEMs are flocking to India. 


‘ES SAY THAT INDIA IS A MASSIVE MARKET FOR TELECOM 
equipment vendors is to state the obvious. Manu- 
facturers of every hue want a piece of the action. And 
the decision by BsNL (Bharat Sanchar Nigam Ltd) to 
float a $5-billion (Rs 22,000-crore) tender for GsM 
equipment has only heightened that interest. Chinese 
major Huawei, for instance, is seriously considering 
a manufacturing facility in either Bangalore or 
Gurgaon. “We plan to invest over $100 million 
(Rs 440 crore) over the next three years on a local 
manufacturing facility and will also expand our 
R&D centre in Bangalore,” says Ram Dev Sharma, 
Head (Product Marketing), Huawei Telecommu- 
nications India. Ericsson, which has had a switching 
equipment manufacturing facility in Rajasthan since 
1993, has now started manufacturing GSM radio 
base stations (RBS) here. This is its fourth RBS manu- 
facturing facility worldwide; the earlier ones are in 
Sweden, China and Brazil. 

But French major Alcatel's deal with the public sec- 
tor ITI Ltd is perhaps the most significant pointer to 
growing multinational interest in India. Says Ravi 
Sharma, President, Alactel (South Asia): *We will 
transfer base station manufacturing technology to 
ITI; it will then make these at its Mankapur plant in 
UP." Also on the anvil is a plan to manufacture mobile 
switching exchanges in India. The company has not 
yet decided on a location for this unit. The total 
investment: euro 500 million (Rs 2,625 crore) in 
India over the next five years. Sharma, however, 
clarifies that this should not be viewed as a direct 
investment but as an investment in technology. It's still 
early days. More action is expected in the telecom 
equipment space in the short to medium term. 

KRISHNA GOPALAN 
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Mahindra USA has been 
selling tractors in the US 
for over a decade; it sold 


of the market in 2004 


By acquiring China’s 
Jiangling, M&M has 
emerged the world’s 
fourth largest tractor 
maker. If tractors are 
boring, Vice Chairman 
Anand Mahindra has 
global plans for his 

" SUV business too. 


BY KUSHAN MITRA 


N&M" 
New 












8,000 for a 4 per cent share 


M&M launched 
Bolero,renamed 
Simeron in the 
country in early 2004 
and sold 500 (the 
company is now 
eyeing Argentina 

and Brazil) 





ITALY 


In mid-2004, M&M launched Scorpio, renamed 
Goa, in the country; will serve as Europe HQ for 
the company (next move: Spain and France) 














SERBIA RUSSIA 
M&M's door into the booming Eastern European M&M hopes to use the 
agricultural market (next step: Bulgaria and Romania) country as its base for 
Mg ada operations in CIS 
ES My "T2 : 4: markets where it hopes 


to sell utility vehicles 


M&M has a 80 per cent stake 
in Jiangling Tractors (capacity 
l 15,000 vehicles a year); 
4 apart from serving the booming 
X. Chinese market, this will be the 
| iv company ‘stbase forexports to 
West Asia, Aŭstralia and the US 
. b ; A Ji E 4 
© dk Se es. - % 
.WESTASIA "o ET d 
$ = M&M exports engines s ru x 
x E 4 to Turkey, body-shells to 
p 67 — Iran; and sells utility D AUSTRALIA 
y # vehicles and tractors in f M&M fas entered the 
tractor segment and 


the Arabian peninsula 


ay 












, is targetting hobby 
d SOUTH AFRICA ^ farmerg like MUSA 
M&M South Africa Pty Ltd, y initialli,did 
a fully owned subsidiary, has "E 
sold over 2,000 vehicles in T 
less than 12 months; it will SAARC COUNTRIES 
serve as a beachhead for the M&M exports tractors and utility vehicles 
company’s African play to SAARC countries 
i. Assembly plants 
Ld Manufacturing 


NAND MAHINDRA COLLECTS MAPS. THE RESULT IS EVIDENT ON THE WALLS OF HIS OFFICE AT APOLLO BUNDER, 
a literal stone's throw away from The Gateway of India in Mumbai (the man has another office at 
Mahindra Towers in the city's Worli business district). “I like old maps," he says, gesturing to the maps 
around him, all depicting India, and crafted by European cartographers in the 1600s and 1700s. Then, 
this is the 2000s and the company Mahindra heads, Mahindra and Mahindra (M&M), is exploring new 
frontiers in the Us and China. “I need some more maps,” he says. 

That he does. With the acquisition of an 80 per cent stake (for a piffling $8 million or Rs 35.2 crore) in China’s 
Jiangling Tractor Company M&M. has become the fourth largest tractor company in the world. The company 
already sells its utility vehicles in South Africa, Italy and Latin America, and is seeking to break into other mar- 
kets. And an alliance with one of the world's most admired auto companies, Renault, will soon see the company 
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M&M HAS HELD ITS OWN IN THE TRACTOR AND UTE MARKET 
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launch Logan, a mid-sized car in the domestic market. 
For a company that did not do much of note in the hap- 
pening 19905, that is something. 

Circa July 2005, M&M has arrived, a coming 
engendered by a financial turnaround, the launch of 
à best-selling ute (Scorpio), and a global play in the 
tractor business. And circa 2005, Anand Mahindra, the 
manager, has arrived. Mahindra the CEO (his desig- 
nation reads Vice Chairman and Managing Director) 
was always there: he was born good-looking into 
business royalty, studied film-making in Harvard, 
writes well and speaks even better, and looks as good 
as, if not better than, any other Indian CEO who has 
ever worn a suit. Even today, at 50 (he reached the 
milestone on May 1, 2005), he looks fit, very fit, 
and likes it that way. “It tastes a lot better than it 
looks," he laughs as he digs his fork into his lunch (a 
health-food tiffin, one reason for his fitness), legumes 
and all. Mahindra has also been the President of 
Confederation of Indian Industry (ct), India’s leading 
industry lobby. M&M, despite an entry into the us 
through Mahindra usa (MUSA) in 1994, was late com- 
ing to India's let’s-go-global party. And it suffered. 

Today, M&M is a company in a hurry and Mahindra 
sounds every bit the consummate manager he has 
emerged when he says, “If you can compete globally, 
(only then can) you survive at home.” The man’s vision 
is simple (and equally audacious), “to be the global #1 
in tractors and utility vehicles”. 
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Global Game 


In many ways, the World Economic Forum's annual 
deliberations at Davos, a Swiss ski-resort 150 km 
south-east of Zurich, is a celebration of globalisation. 
Held in deepest winter, it is a spring fest of globalisation 
where CEOs, thought-leaders, even politicians parade 
their stuff (usually grey matter). This January, at the 
Davos meet, Anand Mahindra had a Crimson Scorpio 
shipped in from Italy for use as his wheels, and boy, did 
it get noticed amidst all that grey. 

M&N''s spoor can be seen elsewhere around the 
globe too: in Uruguay, where Simeron, as the company's 
Bolero is known there, is popular (the President of the 
country recently paraded through the streets of 
Montevideo in an open-top version); in China, where 
a tractor called the Malishan, manufactured locally 
by the company, is becoming increasingly popular; 
even in the Us where its tractors can be seen in the deep 
South, hauling produce or tilling land. 

There is a hitherto-unseen cogency to M&M’s global 
strategy, something absent in the company's 1990s 
play when even a promising joint venture with Ford 
Motor Company to make cars did not do much to its 
fortunes (the venture quickly became a Ford one, 
although M&M continued to retain some stake in it until 
early 2005; it did, however, help M&M upgrade its 
own car-making skills). Today, M&M is trying to sell its 
tractors and utes wherever they can be sold. It is 
preparing to enter the domestic market with cars (the 


Mà (The Scorpio: The home-grown utility vehicle is a 
S e symbol of the turnaround in fortunes of M&M 
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Dacia Logan from Renault) and commercial vehicles 
(International Truck) through joint ventures with the 
two companies. And it has launched an aggressive 
business-process-outsourcing-in-components initiative 
with Mahindra Systems and Automotive Technologies 
(MSAT) that, apart from getting into the business of 
manufacturing auto-components will also offer engi- 
neering and design services to auto-majors, even take 
care of sourcing. 

Each strand of this strategy is linked to the other. 
For instance, it is its success in the domestic tractor busi- 
ness where it has around a 25 per cent share of a 
250,000-units-a-year market that M&M is hoping to 
leverage to advantage in China. And it is counting on 
MSAT to, apart from helping it be part of India’s big 
components offshoring and success stories (both at 
once), translate into alliances with global auto-majors 
for the launch of products in India. This, clearly, is when 
it all starts coming together. 


The Competitive Itch 

The story of M&M's resurgence begins in 2001 when it 
wasn’t really in the best financial shape (revenues of 
Rs 4,352 crore, a net profit of Rs 120 crore, and a 
return on capital employed of 6.9 per cent in 2000-01). 
That was when Bharat Doshi, the Mahindra Group’s 
cro launched Operation Blue-Chip, a financial re-engi- 
neering programme (think debt restructuring, defining 
financial criteria that each company in the group had 


Tractors: M&M's designs on the global tractor 
market hasn't escaped the attention of competitors 





THE STOCKMARKET HAS 
TAKEN NOTE OF BOTH 


All figures are in Rs 


to meet, and the like) that first revived the company's 
and the group's financials and which is now focussed on 
backing M&M’s global play. “We cannot be competitive 
if we restrict ourselves to one market,” says Doshi. 
*Going global helps us (be competitive) and it also derisks 
the business." M&M has a war chest of Rs 700 crore that 
it can tap in its efforts to go global, but Doshi plans to 
ensure that it doesn't over-spend (for the record, reve- 
nues, net profit and ROCE were up to Rs 7,804 crore, 
Rs 513 crore, and 24.7 per cent in 2004-05). For instance, 
it paid a mere $8 million (Rs 35.2. crore) for the acquisition 
of a 15,000-units-a-year tractor company in China. 

It is the urge to prove to itself (and to the world) that 
it is competitive that seems to be driving M&M's global 
foray. “It is not being done to grow rev enues," says 
Mahindra, although the numbers do add up. Mahindra 
USA, for instance, ended 2004 with revenues of $128 
million (Rs 540.64 crore). 

“It is not being done because there are more profit 
pools overseas." 

“It is not being done to hide from an assault on your 
turf back home." 

“It is being done because of the belief that ultimately 
you will be able to say that ‘I am competitive' only if 
you are a global player." 

In tractors, it doesn't get any more global than 
the us, the world’s most competitive market, and 
China, potentially the world’s largest (India is actually 
the world’s largest market). “China is important as it has 
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MAHINDRA'S TEAM 


BHARAT DOSHI 
56/ Executive Director (Finance) 

He's resuscitated M&M's financial position. Now, the man whom Anand 
Mahindra calls an assistant CEO and this magazine recognised as India's 
Best CFO (see Business Today, April 24, 2005) will have to fund the com- 
pany's global play. Well, he's off to a start with an $8 million (Rs 35.2 crore) 
payout for the acquisition of an 80 per cent share in an 15,000-tractors-a- 
year Chinese firm. 


PAWAN GOENKA 


















the potential to sell as many tractors as India," says 
Anjanikumar Chaudhari, a Unilever-vet who now 
heads M&M’s Farm Equipment Division. “Last year, 
only 100,000 tractors were sold in China." There is a 
replica of the Deming Medal (an Oscar of sorts for 
manufacturing companies) in a side-unit behind 
Chaudhari's desk, and on his table is a carefully pre- 
served facsimile of a $1,500 discount certificate John 
Deere, the world's largest tractor company, is cur- 
rently offering all owners of MUSA tractors (in an effort 
to get them to switch; *It shows they take us seri- 
ously," gushes Chaudhari). 
Actually, China has what it takes to be even larger 
than India (as a tractor market). Until 
now, the country's farmers have pre- 
ferred belt-driven vehicles (as oppo- 
sed to crank-driven ones such as 


understand that" 
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50/ COO/ Mahindra Automotive 

An IIT-K alum (former US Airways CEO Rakesh Gangwal was a batchmate) 
and GM-vet (Tata Motors' V. Sumantran was a colleague), Goenka led the 
150-strong team that designed and developed Scorpio, the SUV that remade 
M&M. He is set to become CEO when Alan Durante retires later this year. 


ANJANIKUMAR CHAUDHARI 

61/ President/ Mahindra Farm Equipment 

Once head of Unilever China's marketing operations, Chaudhari has set his 
sights on China, the US, Australia, Europe, 
market in the world. And his articulated desire to make M&M the world's 
largest tractor company (in terms of units 
against John Deere and New Holland. 


just about every major tractor 


sold) should see him going up 


tractors). Over a million such sold in China last year. 
Chinese farmers also bought some 700,000 power-tillers 
last year. That's some 1.7 million units that any tractor 
maker who can offer a product at the right price can 
target; better still, the Chinese government has 
announced a 35 per cent subsidy for farmers buying a 
new tractor. “China and India are similar in that plot- 
sizes are small," says Chaudhari. *There will be a 
demand for low-to-medium power tractors, our spe- 
ciality.” It also makes financial sense to be in China, adds 
Doshi. “With the yuan pegged at 8.21 to the dollar, we 
cut costs 20 per cent just by currency arbitrage.” That 
exchange-equation would also mean it makes sense for 
M&M to export from China. 

M&M's designs on the 500,000-units-a-year global 
market for tractors have not gone unnoticed by the 
competition. “The global tractor market is very complex 


` “There is only one geographical market, and that 
is the globe. You will never be safe unless you 





PRAVIN N. SHAH 

51/ Vice President/ Overseas Operations/ Automotive 

By 2007, M&M hopes to sell 15,000 SUVs in overseas markets. 
Shah, the man who set up the company's South Africa operations, 
is the person who has been assigned this target. And he is 
clear that he will achieve it without having to sell the com- 
pany's products under another's brand. 


HEMANT LUTHRA 

56/ CEO/ Mahindra Systems and 

Automotive Technologies (MSAT) 

The former Enron hand is spearheading M&M's components play 
($1 billion, Rs 4,400 crore by 2010) that will span everything 
from research and development to the actual manufacturing 
process and sell international companies the promise of re- 
duced sourcing bills. International Truck has already bought 
into that promise, and business worth $100 million (Rs 440 crore) 
is already in Luthra's kitty. 


VS. PARTHASARATHY 

42/ Vice President/ International Operations/ Farm Equipment 

The man who has to operationalise the company's goal of 
becoming the world's largest tractor company (by volumes) by 
2010, Parthasarathy has his task cut out. In the past 15 
months, he has overseen launches in Australia and New Zealand, 


China and Serbia. 


but there is a growing demand for small and medium 
power tractors around the world," says Mario Gasparri, 
Managing Director, New Holland Tractors India. “I 
can't comment on M&M but as a company we are 
watching their global progress closely." That kind of 
attention, Mahindra can live with. 


Sting Of The Scorpio 

If turnaround stories have symbols, then Scorpio, the 
homegrown utility vehicle (in less than four years, 
the Scorpio has racked up sales of over 60,000 units ) 
developed by M&M with a 150-strong skunk-works sort 
of team would have to be it. Not content with selling 
the product in India, M&M wants to take Scorpio, and 
other products in its stable to other markets, an effort, 
says Mahindra, motivated by the desire to capture 
the niche for “rugged, cheap and reliable utility vehicles 
that has been vacated by Land Rover as it has gone 
up-market”. It is here that the company’s recent joint 
ventures (it has a 51 per cent stake in both) with 
International Truck (Mahindra International Limited) 
and Renault (Mahindra Renault Limited) will kick in. 
Synergies that arise largely from the JVs, reckons Pawan 
Goenka, the Coo of Mahindra Automotive, will come 





in useful in M&M’s global journey. “We have learnt from 
the not-so-successful joint venture with Ford,” admits 
Mahindra. “Ford taught us a lot and Scorpio may 
have never happened had we not learnt from Ford but 
we also learnt that for a company to make the most of 
a joint venture, it has to be in charge.” 

For both International Truck and Renault, M&M is 
an ideal entry vehicle into the Indian market that can 
localise their offerings for the Indian market. In turn, 
explains Goenka, they will give M&M the kind of 
engineering expertise it needs to develop better pro- 
ducts. “It also means we can offer new products, 
because our own product pipeline is very limited.” 
The Logan is to be manufactured alongside Scorpio at 
M&M's Nashik plant, something, says Doshi, that 
should reduce the company’s dependence on utility 
vehicles. And the Logan, a value-for-money mid-sized 
car may just be the right car for India. “In the past few 
years, 500,000-600,000 people have bought small 
cars annually and they will need to replace them in a 
few years; we think that even if 40 per cent upgrade to 
mid-sized cars, it will be a huge market,” says Rajiv 
Dube, Vice President, Passenger Cars, Tata Motors (the 
company’s Indigo sedan could well be the closest 
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THE M&M EMPIRE 


The group has interests in everything from holiday 


resorts to finance to software, but tractors 
and utility vehicles are its core business. 





2004-05 

Auto — NS 5,549.21 
Farm Equipment - 2,585.53 
IT Services 1,027.73 
Financial Services — — ; 399.88 
Other Segments (infrastructure/resorts) 1,045.89 
Gross External Sales — 

Operating Profit i 995.05 
Group Profit (including share of associates) 724.07 


Figures in Rs crore 


10,608.25 7,962.31 





MAJOR GROUP SUBSIDIARIES 


Mahindra Intertrade Limited 524.31 
Mahindra Holdings & Finance Limited 73.82 
Mahindra Holidays and Resorts India — 104.15 
Mahindra Gesco Developers 94.95 
M&M Financial Services 405.92 
MBT . 929.59 
MBT International Inc (US) 63.86 
Bristlecone India _ 47.79 
Bristlecone Inc (US) 51 
Automartindia - 111.53 
Mahindra USA Inc (US) 540.64 
M&M South Africa Limited (S Afr) 30.04 


Figures for 2004-05 in Rs crore 


competitor to Logan once it is launched in 2007). “I 
think the two joint ventures are positives for M&M 
because car and commercial vehicle penetration in 
India is still very low,” says Kalpesh Parekh, an auto-ana- 
lyst at Mumbai-based brokerage ASK Raymond James. 

The key to M&M's global strategy, however, could 
well be Msar that tries to marry the boom in India’s 
auto-components industry with its own skills in software 
(picked up from jv Mahindra British Telecom) and engi- 
neering and manufacturing. Mahindra sees MSAT emer- 
ging as a one-stop global component sourcing shop that 
will “design, forge, machine, tool, and deliver com- 
ponents” and “do everything in the (auto) supply 
chain”. MSAT CEO Hemant Luthra sees the business 
reaching the $1-billion or Rs 4,400-crore (in revenues) 
mark by 2010. MSAT played a role in International 
Truck's decision to partner with M&M; the company 
was impressed enough to announce that it would 
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subsidiaries of M&M and 10 asso- 
ciates) have interests in everything 
from an offline-and-online used car mart 
(Automartindia.com), software (Mahindra 
British Telecom), financial services (M&M 


IÈ EXTENDED MAHINDRA GROUP (34 


2003-04 Financial Services, and the long-term plan 
4,404.81 isto make this a bank), and real estate 
1.861.9 development. While the exact logic behind 
82.99 some of the diversifications may seem 
782. unclear—"Some might not seem to make 
304 — sense from a short-term aspect," says 
608.6 Jigar Shah, Head of Research, KR 


Choksey, a Mumbai-based brokerage —the 
group has a different take. "| see myself as 
a venture capitalist and we have to con- 
stantly reallocate resources to newer ven- 
. tures," says Mahindra. Some of these 
— A ventures (new and old) hold promise. 


631.16 
451.12 


There's Mahindra British Telecom, a mid- 

Sized software firm (catch: 80 per cent of 

19.55 its revenues come from partner Br) that 
62.05 promises to go for an io soon And there is 
9.22 Mahindra Financial Services "The company 

7.85 hasa Rs 4,000-crore balance sheet, over 


82.27 1,800 branches and assets 


of only two per cent," says Doshi. 


71.09 Interestingly, Mahindra has a stake in 
-7.95  Kotak Mahindra but brushes off all talk of 
-7.02 a conflict by saying that Mahindra 
-22.15 Financial's plans are long-term and that 
-0.92 "ight now, it and Kotak complement each 
4.86 other nicely. Still, the automotive and farm 
391 equipment businesses contribute around 


80 per cent to the group's revenues. 


source components worth $100 million (Rs 440 crore) 
from Msar by 2007. M&M recently bought out Pune- 
based forging unit Amforge and Luthra hints that the 
company is considering overseas acquisitions as well. 
“We can buy a small company in the US or Germany,” 
he says. “We will get easier access to clients and can ship 
the work back to India." That's some agenda for a unit 
created to help M&M's own tractor and automotive busi- 
nesses achieve efficiencies in sourcing. Then, its evo- 
lution into a profit centre is only in keeping with the 
philosophy now inherent in all of M&M's moves 
(everything needs to be a profit centre and every- 
thing is global). *There is only one geographical mar- 
ket and that is the globe," says Mahindra. *You will 
never be safe unless you understand that." Well, M&M 
isn't just safe, it is sexy, and that, for a company that 
still depends on tractors to bring in 30 per cent of its 
revenues, is something. 


AT HCL THERE'S | 
ONLY ONE THING 





MORE IMPORTANT 
THAN BRAINS. 


————— 


When we started HCL back in 1976 we didn’t just start a company, we virtually invented an industry. So we have 
always had an entrepreneurial culture. An atmosphere that encourages creativity and freedom, as opposed to the usual 
processes and hierarchies. A mindset that constantly questions the status quo. When we were still a tiny start-up, 
for example, we outbid the big boys for the best brains at the premier business schools. When we needed engineers 
back in the eighties, we preferred fresh graduates with open minds, to experienced professionals who may have 
had closed ones. TIME Magazine spoke of us as “an intellectual clean room” where employees “could comfortably 
imagine limitless possibilities”. For us that's the challenge. To be relished. H C L « FEARIess. 


To find out more, e-mail us at corpcomm@heltech.com. 1 
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Glass Is 


Glass 


The exit of another 
senior vice president, 
this time, head of sales 
Basab Pradhan, from 
India's best known 
software firm raises 

the original question: 

Is there a glass 

ceiling at Infosys? 

BY RAHUL SACHITANAND 


N JULY 19, INFOSYS 
Technologies announced 
that Basab Pradhan, its 
head of global sales, was 
leaving the company for 
an entrepreneurial venture. The move 
clearly took the company by surprise; it 
had thought highly enough of Pradhan 
to promote him to the post of head of 
global sales when Phaneesh Murthy left 
Infosys in 2002 (actually, Pradhan ended 
up with a third Murthy's job; Murthy 
was also Chairman, Progeon, and head 
of global marketing). *I had some great 
opportunities to grow when I decided to 
quit; (I left because) I wanted to do 
something that hasn't been done before," 
says Pradhan, explaining his reason for 
leaving the company. He has already 
poached four Infoscions, Sandeep Shroff, 
P.R. Ganapathi, Ramesh Gopalan, and 
Nitin Gupta for his venture that will 
have, he adds, a product-oriented off- 
shoring model. 
July 22, some three days after Infosys 


announced Pradhan's decision to 
leave the company, was Hema 
Ravichandar's last day at work. The 
43-year old head of HR at the com- 
pany (she was designated Senior 
Vice President, Group HR) has, in the 
short time since, rushed headlong 
into the world of consulting and 
says she wants to do something 
related to HR across industries. 

That's the official version. The 
unofficial version is that Pradhan 
and Ravichandar left because they 
had gotten as far as they could at 
Infosys. With five founders (all are 
on the board; see The Famous Five) 
and two other executive directors 
(Mohandas Pai, cro and Head, 
Administration; and Srinath Batni, 
Group Co Head, Worldwide 
Customer Delivery; the two, 
Infoscions joke, are almost family"), 
goes this theory, there's only so far an 
executive at Infosys can go. The 
caveat readers would do well to read 
before they subscribe to this ‘glass 
ceiling’ story is that most people 
vending this theory are former 
employees of the company, some of 
whom left in 2004, some even earlier. 

Has Infosys, while steadfastly 
democratising ownership (the pro- 
moter holding is down from 28.83 
per cent on December 31, 2001 to 
just around 19 per cent today), for- 
gotten to democratise management? 
COO S. Gopalakrishnan doesn't 
think so. *No, there isn't a glass 
ceiling at Infosys," he says, prof- 
fering statistics that show that over 
the past three years only 33 of the 
1,018 people that currently make up 
the company's senior management 
team (Vice Presidents, Senior Vice 
Presidents and Associate Vice 
Presidents) have left. *Many of our 
senior managers have left to start 
their own ventures and some have 
even retired," he adds. 

Then, this isn't really a story 
about numbers and proportions; it 
is one about an organisation's 
ongoing effort to create space at 
the top, not the easiest thing to do 





» Basab Pradhan/ Group Head, Worldwide Sales 
(Announced departure in July 2005): Pradhan is ostensibly leaving to start 
his own venture. He moved to Infosys in 1994 from Unilever and was 


promoted to his current role in July 2002 





» Hema Ravichandar/sr vice President, HR 

(Left in July 2005):The high-profile Ravichandar left to do her own thing, consulting, 
and has reportedly been beseiged with calls from transnationals that want to buy 
into the India-offshoring story 





» Richard Bal 


ice President, Strategic Global Sourcing 


(Serving notice period): Baldyga is in charge of the company’s initiative to take 


outsourcing to the next level, strategic sourcing, and is based in the US 





»Bibhu Patnaik/Associate Vice President, Banking and Capital Markets (Left in 
April 2004): Patnaik left to sign on with Silicon Institute of Technology 


as Director (projects and consultancy) 





»M.S.S. Prabhu/ Senior VP, Engineering and IP Solutions, Aerospace and Auto 
(Left in November 2004): Prabhu joined a competitor 





> Srinath Murthy/Head, Delivery, Mid West and Latin America 
(Left in November 2003): Murthy left to start a company 


for a company that has some 
40,000 people working for it and 
which is essentially focussed on one 
business. Numbers are also irrele- 
vant because, even at Infosys, there 
were, circa March 2005, only a hand- 
ful of executives who were in a posi- 
tion to hit a glass ceiling. Pradhan 
and Ravichandar were two. V. Bala- 
krishnan, a senior vice president in 
the finance department (he is also 
the Company Secretary) is another. 

The problem isn’t new to 
Infosys. Nor can the company be 
accused of not preparing for this. In 
late 2003 it restructured itself into 
business units in an effort, says 


Gopalakrishnan, to “create 18 more 
leadership positions within the orga- 
nisation". The company, he adds, 
also offers employees the opportu- 
nity to “work on newer businesses 
such as Progeon and Infosys 
Consulting, and subsidiaries such 
as Infosys China and Australia”. 
Clearly, that hasn’t been enough. 
The real issue may well concern 
Infosys’ five promoters who still 
hold executive positions in the com- 
pany. That leads to several com- 
plications. For one, it means a board 
big enough to accommodate them, 
yet still be independent (for the 


record, the Infosys board is 
* 
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15-strong with eight independent 
members). For another, it means 
filling up at least four senior execu- 
tive positions with promoters (even 
if they are equipped for the task, as 
they well may be in this case, that 
doesn't seem right). And finally, 
other senior executives may see a 
position on the board as their right 
and be miffed when they realise it 
isn't. *The board itself is a statutory 
group that has fixed representation 
from the company as well as for 
external members," says Gopala- 
krishnan. “Even within board mem- 
bers we juggle our portfolio to try 
and bring fresh ideas and thoughts 
to the forefront; so while I run HR 
today, I was earlier running quality, 
since taken over by (K.) Dinesh.” 
Well, HR is set to receive more fresh 
treatment with Infosys apparently 
deciding, a few hours after 
Gopalakrishnan’s conversation with 
this correspondent, that CFO 
Mohandas Pai would now be the 
member of the board in charge of 
HR (it has also apparently decided 
on Ravichandar's replacement, 
Bikramjit Moitra; neither had been 
announced to the media till the 
time this magazine went to press). 
There's also buzz about sweeping 
changes at the board level when 
Chairman Murthy turns 60 on 
August, 20, 2006 (he has already 
stated that he will step down at 
60), with at least one, maybe two 
more executives being named on 
to the board. 

"The top five or six people 
decide on everything at Infosys," 
says a former employee. “For any- 
one outside this circle, even senior 
vice presidents, there is always 
someone to report back to." Apart 
from Murthy, the other four pro- 
moters have around 10-11 years to 
go in the company, which in itself 
sends a signal to other executives 
that they need to wait. 

Circa 2005, it would seem that 
the three companies that make up 
Tier 1 of India's software industry 
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FAMOUS 


FIVE 
»N.R. Narayana Murthy 


58/ Chairman and Chief Mentor 





Murthy is no longer responsible for the management of Infosys, preferring | to 
serve as its conscience keeper instead. However, his passion for detail 
means that he knows everything that is happening in the company. 


»Nandan Nilekani 
50/ President, Managing Director and CEO 


Nilekani is also chairman of the management council; the 
quintessential big-picture man, strategy is his forte. 


»S. ‘Kris’ Gopalakrishnan 


49/ COO, Deputy Managing Director and Head, Customer Service and Technology - 


Chairman of Infosys Consulting Inc., Gopalakrishnan also focusses on acquisi- 
tions and new initiatives. He was the board-member responsible for HR, but this 
responsibility has now been taken over by CFO Mohandas Pai. 


>S.D. Shibulal 


50/ Director and Head, Worldwide Customer Delivery — 
As head of delivery, Shibulal oversees almost all projects on 


which Infosys works. 


»K. Dinesh 


50/ Director and Head , Education and Research, Information Systems, Quality and 


Productivity and Communication Design Group 


Infosys’ founders 
and what they do in 
the company. 











Dinesh used to be the board member in charge of HR until the role was assigned 
to Gopalakrishnan. He also serves as Chairman, Infosys Technologies Australia. 


have their share of people-problems. 
Wipro has to find a new CEO after 
the exit of the high-profile Vivek 
Paul and cope with growing uneasi- 
ness in the ranks over stiff growth 
targets. TCS has just come off laying 
off some 1,000 people in a per- 
formance improvement programme, 
PIP (poor performers get weeded out 
every year); while the practice is a 
good one, the magnitude seems to 
indicate either that it all wasn’t PiP or 
that the company’s recruitment 
policy merits a relook (the 1,000 
were hired first, weren’t they?). 

To be fair to Tcs and Wipro, and 
to be fair to Infosys, all three are 
young companies and boast HR prac- 
tices that are the envy of much older 
firms, even elsewhere in the world. 
And Infosys would seem to be aware 


of the issues at hand. In March this 
year, while accepting the award for 
being India’s Best Managed Company 
(based on a survey conducted by 
Business Today and consulting firm 
A.T. Kearney), CEO Nandan Nilekani 
mentioned that Infosys had to cope 
with a true recession in its industry, 
and issues related to inter-genera- 
tional leadership before it could 
consider itself best-managed. 
Ravichandar, for one, thinks the com- 
pany has what it takes to survive the 
current round of exits (a Bangalore- 
based head-hunter says eight other 
senior executives are on their way 
out of the company, although a com- 
pany spokesperson rubbishes this). 
“Infosys’ HR policies and practices 
are in place and mature,” she says. 
“There is no reason it can’t rebound.” 
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PILGRIM’S PROGRESS 





inset on iGate appear soon after a 

larger article on Infosys. iGate's 
current CEO Phaneesh Murthy cut 
his teeth at Infosys and played a role 
in growing the company to the force 
it turned out be before leaving under 
far from ideal circumstances (a sexual 
harassment suit, for those who came 
in late) in mid-2002. It was 
Phaneesh who set off the first great 
exodus from Infosys, hiring, in 2003, 
when he was named CEO of iGate, 
several executives from the company 
including its Global Brand Manager 
Jessie Paul, Head (North America 
Delivery) Mohan Sekhar, Head, Sales 
(Europe) Srinjay Sengupta, and Head, 
Sales (Canada) Madhav Mohan. Now 
iGate is facing similar problems: it has 
had to allow its head of HR Anu 
Sharma go; the head of marketing 
Jessie Paul has moved to Wipro 
Technologies as Chief Marketing 


|: SEEMS SOMEHOW APT THAT THIS 


iGate's Recent Performance 


Hasn't Flattered... 

č $. Revenues — Net Profit 
April-June 2004 - 14156 0.11 
July-September 2004 — 14936 3.04 


October-December 2004 143.46 — 02 
Noct ipic vta A a: A ie 


January-March 2004 1455] 224 
2004-05 57995  559* 
April-June 2005 147.49 142 


“Excludes a one time extraordinary gain from sale of land 
amounting to Rs 15.64 crore Figures in Rs crore 
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Murthy (left) seems to have turned around iGate, but will no longer be able to count on 
with Wipro) and former Head, BPO/BSP Operations Tiger Ramesh 


Officer; and Phaneesh's old friend 
Tiger Ramesh has moved on. 

It isn’t as if Phaneesh has nothing 
to show for the two years he has 
been in office: from being a staffing 
(read: body shopping) company, iGate 
has become an offshoring one (the 
proportion of onsite:offshore revenues 
is a healthy 33:67 today as com- 
pared to 70:30 two years ago). 
Profitability is up, from 0.014 (net 
profit margin) in 2003-04 to 0.96 per 
cent in 2004-05 (and this, after 
excluding a one-time profit of 
Rs 15.4 crore from the sale of land in 
the second year). The company's 
multiple identities—Mascot, eJiva, 
Symphoni, Red Brigade—have been 
assimilated under one brand, iGate. 
Under Chief Delivery Officer Mohan 
Sekhar, the company finally seems to 
have put its delivery demons to rest. 
A new sales and marketing team is in 
place, as are systems and processes 


...Although It Would Appear That 
A Turnaround Has Been Effected. 
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On July 31, CEO Phaneesh Murthy completes two 
years at iGate. He's still not where he would like 
to be, yet has lost some key people getting there. 
BY VENKATESHA BABU 


former head of marketing Jessie Paul (now 





that will, according to Chief Sales 
Officer Srinjay Sengupta, deliver 
"demonstrable, sustainable, and pre- 
dictable quality". And the company 
has weeded out unprofitable cus- 
tomers (reducing the total number 
from 140 to 108), in the process 
reducing its dependence on GE from 
44 per cent of revenues (2003-04) to 
36 per cent (2004-05). Phew! 

The achievements, however, are 
more or less offset by the losses. 
Apart from losing people, iGate's 
much-touted iTops model hasn't taken 
off (the IT services firm isn't just 
responsible for the outsourced busi- 
ness process but the technology 
underlying it; hence, integrated tech- 
nology and operations, or iTops), 
although Phaneesh expects this to 
be "the way to go in the long-term 
because it provides a sustainable 
year-on-year cost saving unlike the 
typical BPO model where customers 
get a one-time benefit from labour 
arbitrage". Nor has the company 
been able to bag large orders 
(despite Phaneesh's network). 
"Without perfecting the delivery 
model, it would have been inadvis- 
able to get orders that we could not 
execute," counters Phaneesh, who 
promises more action in the months 
to come. Companies, claims the man, 
are ready to move to the second level 
of offshoring, which will involve 
moving mission critical processes to 
India; this disruption, he adds, will 
help iGate's cause. "We are heading 
in the right direction," he says. 
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Biocon's first quarter 
profits are down 

20 per cent and 

the stock is trading 
below its list price. 

Can India’s most 
hi-profile biotech 
company get hot again? 
BY VENKATESHA BABU 


HE PAST 15 MONTHS HAVE 
been a roller coaster ride 
for Kiran Mazumdar- 
Shaw, the Chairman and 
Managing Director of 
Biocon, and the poster woman of 
Indian biotechnology. The first pure 
play biotech company to debut on the 
bourses, Biocon’s offering of shares at S ^ 
Rs 315 apiece was oversubscribed 33 Biocon's Mazumdar-Shaw: 
times, and on the day the company Ao Uee NEE NR 
Strarisitibhy= 





listed, it was instantly valued at more 
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for just over a year, Biocon 


i For a stock that's been listed _ 
has been quite volatile. 
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than $1.2 billion (Rs 5,200 crore). 
With a 65 per cent ownership of 
Biocon, the 52-year-old *biotech 
baroness" became India's richest 
woman, and her senior team, India's 
first biotech millionaires. 
However, the honeymoon 
between the company and the stock 
markets seems to have been short- 
lived. After touching a high of 
Rs 695 soon after listing in April last 
year, the Biocon stock has been 
mostly slipping. In fact, compared to 
the Sensex's gain of 30 per cent in 
that period, Biocon is 38 per cent 
off its peak. And now comes the 
news that the Rs 728-crore com- 
pany's first quarter revenues and 
profits are down—revenues mar- 
ginally down from Rs 178 crore in 
the same period last year to Rs 176 
crore, and net profits by a whopping 
20 per cent to Rs 39 crore. The 
stock market reacted to the news by 
hammering the share and by the 
end of the day, it had lost close to 4 
per cent. So what's going wrong? 
Before we get into the why of it, 
a word of caution. Just as a single 
swallow doesn't make a summer, a 
dip in a single quarter is no indica- 
tion of the way things could even- 
tually pan out. Biocon has still a 
great story to tell the market. It has 
a fairly steady business in its main- 
stay statins market, its pipeline of 
new drugs looks promising and its 
strategy of ensuring revenues from 
generics to build a portfolio of pro- 
prietary drugs seems the safest route. 
It is also venturing into branded 


BIOCON'S 
TO-DO LIST 


€ Stave off pricing pressure 
on cholesterol-lowering drugs 
lovastatin and simvastatin, 
especially in the European 
market, where it is facing 
threat from Chinese rivals. 


€ Prepare the company for 
prava and simvastatin 
opportunities in the US 
market, where they go off 
patent by the last quarter 
of current fiscal. 


€ Make progress on a new 
drug for head and neck cancer. 
Q1 2006-07 is when it is 
expected to be commercialised. 


€ Further invest in its insulin 
drug Insugen, and develop 
an oral insulin. 


€ Get its capacity bottlenecks 
sorted out, especially in the 
mature but profitable 
enzymes business. 


formulations instead of being just an 
API (read: bulk drugs) supplier. Says 
S. Subramanyam, Managing 
Director, Ascent Securities: “While 
the short-term sentiment is nega- 
tive, there are chances for large upsi- 
des in the medium to long term." 
There are three broad reasons 
why the stock market’s love affair 
with India's only listed biotech stock 
isn't quite the stuff of fairy tales. 
One has to do with the market's 
expectations, the second has to do 
with the nature of the biotech 


business, and the third with the 
recent market conditions. Biotech is 
perceived as a relatively high-risk 
sector by investors; therefore, when 
the high stock price is not met by 
promises of high future returns, the 
price corrects (falls) to match the 
expected return. The industry itself 
has more lumpy revenues—typi- 
cally, revenues and profits surge 
with the launch of a new product, 
but begin to taper off, until the 
next drug comes along and pro- 
vides the fillip. Says Mazumdar- 
Shaw: "It's unfair to compare 
biotech with rr. We can't boost reve- 
nues by simply adding people; we 
need R&D breakthroughs." 

More immediately, though, 
what the stock market is worried 
about is the pricing pressure that 
Biocon's core business of statins 
(cholesterol-lowering drugs that 
fetch more than half of Biocon's 
revenues) has come under in 
Europe. According to Mazumdar- 
Shaw, there has been a price erosion 
of 40-45 per cent in the case of 
lovastatin in Europe, although for 
the basket as a whole (other pro- 
ducts include atorvastatin and sim- 
vastatin) the price drop is 35-40 
per cent. What's behind the sharp 
fall in statin prices? “Chinese com- 
petitors,” says Mazumdar-Shaw. 
“While we expected stiff competi- 
tion, we were surprised by this sharp 
fall.” What helps Biocon’s Chinese 
rivals is the fact that unlike in the us, 
where entry into the biotech and 
pharmaceuticals industry is regulated 





Dt biotech 


by the Food and Drug Adminis- 
tration (FDA), Europe has lower 
entry barriers. 


The Road Ahead 


How does Biocon plan to take on 
competition, especially at a time 
when simvostatin and provastatin 
are expected to go off patent early 
next year? Through a differentiated 
strategy even in generics, says 
Mazumdar-Shaw. For example, 
while the Chinese players depend 
on synthetic molecules, Biocon will 
go in for double fermentation 
process, given its expertise in fer- 
mentation technology. “This will 
be much harder to copy,” she says. 

For that, however, Biocon has to 
address its capacity bottlenecks. A 
big part of the reason why Biocon’s 
Rs 450-crore investment in a new 
90-acre facility, labelled Biocon 
Park, is facing teething troubles is 
because of massive infrastructure 
problems locally. The state govern- 
ment is yet to provide electric con- 
nection to the facility, leaving it to 
generate its own power. (On July 22 
when BT visited Biocon Park, some 
local officials had descended on the 
facility to provide power connec- 
tion.) Worse, the facility is yet to get 
water supply, and local laws prevent 
Biocon from digging bore wells. 
“Imagine trying to do fermentation 
without water supply,” says 
Mazumdar-Shaw, trying hard not to 
show her frustration. 

Biocon’s other big plan is to 
launch branded formulations. It 
already has one in ‘Insugen’, an 
insulin drug for diabetics. This ther- 
apeutic segment is big not just glo- 
bally, but in India too. At least one 
in every four diabetic patients is an 
Indian, making the addressable 
market 32 million-big. Making the 
switch from being a bulk drug sup- 
plier to generic manufacturer and 
then to a branded player won't be 
easy. Building a brand requires 
advertising and marketing expenses. 
While these investments are upfront, 
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Biocon's Bharadwaj: Sees big potential for Biocon's cancer and insulin drugs 


returns take longer to come. 
Multinational companies like Novo 
Nordisk and Eli Lilly have already 
signalled their intention by slashing 
prices by nearly a third. So it won't 
be a cakewalk for Biocon. 

Simultaneously, Biocon is trying 
to build a portfolio of proprietary 
products. Again, while this is a 
sound strategy, it has a lot of pitfalls. 
Its monoclonal antibodies (read: 
cancer vaccines) for head and neck 
cancer are undergoing clinical trials 
on humans, and the market is 
looking forward to its launch by 
the first quarter of the next financial 
year. Understandably, Biocon is 
under pressure to keep the dead- 
line. Says Ajay Bharadwaj, Pre- 
sident (Marketing), Biocon: *We 
could address the global market 
with these products." 

Its biggest bet, however, is in 
trying to develop an oral insulin 
(unlike the injectible and inhaler 
forms, an oral insulin is seen as the 
holy grail in the industry). The drug 
is in its pre-clinical development. 
Says Mazumdar-Shaw: *I hope that 
Biocon's oral insulin will be the 


first blockbuster drug from India." 
If everything goes well, the drug 
should be ready by 2009. 

To even out the lumpiness of 
its core business, Biocon is aggres- 
sively building its contract research 
(under Syngene) and clinical 
research (Clingene) businesses. 
Syngene, which boasts of having 
four of the world's top 10 pharma 
companies as its customers, has 
grown 35 per cent in the first quar- 
ter to Rs 19 crore. And Clingene 
does work for Merck (besides 
Biocon), and has entered into a 
tie-up with Scirex, a Us-based CRO. 

Syngene and Clingene will be 
among Biocon's growth drivers star- 
ting 2008, when statins will no lon- 
ger be the company's big business. 
By then, branded generics and pro- 
prietary drugs (including the insulin 
drug) are expected to account for a 
huge chunk of the revenues. Says 
Mazumdar-Shaw: *This is a year 
of transition for us, but going for- 
ward we see huge potential to bec- 
ome a global player. What's requi- 
red is staying power." That must be 
her message to investors, too. M 
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The bull run in the stock markets has added fabulous 
wealth to India Inc.'s coffers. sy ARNAB MITRA 


Company Value of stake 
on June 21, 2005 
(Rs crore) 





Premji (Azim Premji) Wipro 
Azim Premji : AIT 2262. eA REIR 
"ZEE Ambani (Mukesh & Anil)* Reliance Industries 

















c4 3 E Mittal (Sunil Mita) Bharti Tele-Ventures 
= SJ Nadar (Shiv Nadar) HCL Technologies 
HCL Infosystems 1,747.79 xu Bida 
EMM Sanghi (Dip Sanghi) | Sun Pharma per 
A Lae Singh (Malvinder Singh) — Ranbaxy » | = = 
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time Bajaj (Rahul Bajaj) Bajaj Auto 4 284.70 
* EE Hamied (Y.K. Hamied) Cipla 1,088.52 
Dilip Skanghvi Munjal (B.M. Munjal) Hero Honda n Pi 


* The Reliance Group has been bifurcated between Mukesh and Anil Ambani and the final shareholding pattern is still being worked out 


T'S LIKE AN ELABORATE GAME 
of snakes and ladders. 
There's a starting point, 
lots of ladders, a few snakes 
and lots of space for side- 
ways movements. There's 
also a designated *Home" 
or final destination; but the game 
still carries on indefinitely, giving 
every laggard a chance of catching 
up with the leaders. 

The BSE Sensex has climbed from 
3,000 (3,130.46 to be exact; the 
starting point of our game) on May 
28, 2003 to 7,076.52 on June 21, 
2005 (the first day the market 
closed over 7,000). A random sam- 
pling shows that during these 25 
months, the promoters of India's 
50 most valuable companies by 
market capitalisation increased their 
collective net worth by a factor of at 
least three. We say at least because 
only their holdings in their leading 
listed companies have been consi- 
dered. But India Inc. also has fabu- 
lous wealth locked up in privately 
held companies and trusts. This, 
obviously, could not be valued as it 
is out of the public domain. 

That's just the bigger picture. 
The fine print makes for even more 
interesting reading. Azim Premji has 
been rolling out sixes at will and 
every throw of the dice takes him to 
yet another ladder. It's no surprise 
that he's the richest man in the land; 
his 83 per cent holding in Wipro is 
valued at Rs 43,872 crore. That's an 
increase of 167 per cent over his 
net worth of Rs 16,417 crore 25 
months ago (see tables). In the 
process, he's just pipped the Ambani 
family, whose stake in Reliance 
Industries has risen 124 per cent in 
value from Rs 18,734 crore to Rs 
42,006 crore during this period, to 
the post. Interestingly, the Ambanis 
had maintained a slender lead over 
Premji when the Sensex touched 
3,000, 4,000, 5,000 and 6,000, 
respectively, and lost out only in 
its final surge past the 7,000-mark. 

It's been a profitable 25 months 


for Kumar Mangalam Birla, too, 
though he hasn't hit too many lad- 
ders in the last 18 months. On May 
28, 2003, his holdings in Grasim, 
Hindalco, Indian Rayon and Indo 
Gulf Fertilisers were worth Rs 2,505 
crore. This grew to Rs 6,194 crore 
on June 21, 2005. But most of this 
growth took place in the first eight 
months of this 25-month period. 
Birla's holdings were worth 
Rs 6,058 crore on January 2, 2004, 
when the Sensex hit 6,000. That 
means he's added only Rs 136 crore 
or 2.25 per cent to his net worth in 
the last year-and-a-half. 

Globally, companies have used 
high priced stocks as a currency to 
acquire assets. Remember how then 
AOL chief Steve Case parleyed his 
hugely overpriced stock to take over 
media megalith Time Warner 
Corporation? That the merger 
proved ill fated is another matter. 
Why isn't this happening here? India 
Inc. obviously seems to have missed 
a trick. “Typically, stocks are used as 
currency in more mature markets 
where the pricing is more transpa- 
rent. We are getting there and I’m 
sure this phenomenon will become 
visible in India in a few years," says 
Vallabh Bhansali, Chairman of 
Enam Financial, adding, *But since 
most Indian companies are family 
run, a dilution of their stakes is 
unlikely in the near future." 

Sunil Mittal's story is the most 
interesting here. He began the game 
with a personal net worth of 
Rs 3,267 crore. By the time the 
Sensex touched 7,000, he had 
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THE 
INFOSYS STORY 


NFOSYS IS UNIQUE AMONG INDIAN 

companies because it has a clearly 
defined group of promoters, but no 
identifiable promoter family, That's 
because it is promoted by a group of 
professionals led by its Chairman and 
Chief Mentor N.R. Narayana Murthy. 
On June 21, 2005 (when the Sensex 
hit 7,000), Infosys had a market 
capitalisation of Rs 64,355 crore. 
This means Narayana Murthy's 6.01 
per cent stake in Infosys was worth 
Rs 3,879 crore that day. CEO & 
Managing Director Nandan Nilekani's 
4.17 per cent holding had'a market 
value of Rs 2,691 crore, Chief Ope- 
rating Officer S, ‘Kris’ Gopalakrishnan's 
4.04 per cent shareholding gives him 
a personal net worth of Rs 2,607 
crore and Director K. Dinesh's 2.96 
per cent stake was worth Rs 1,910 
crore. Director S.D. Shibulal's per- 
sonal holding in the company was 
not available. The company's web- 
site quotes Narayana Murthy as saying: 
“The primary purpose of corporate 
leadership is to create wealth legally 
and ethically.” He and his team have 
more than delivered on that. 


THE BSE SENSEX HIT 3,000, 4,000, 5,000, 6,000 AND 7,000 ON MAY 28, 2003, AUGUST 19, 
2003, November 28, 2003, January 2, 2004 and June 21, 2005, respectively. We 
sourced data on the market cap of the companies featured in the list (BT 500, 2004, 
minus PSUs, MNCs and professionally run companies) on those days from CMIE and 
the BSE website. Using data on promoter shareholding on those dates, we arrived 
at the value of the promoter holdings. For the Ambanis, only Reliance Industries data 
has been used as the group's holdings in Reliance Energy, Reliance Capital and IPCL 
are through the flagship. Similarly, the Aditya Birla Group's stake in Ultratech Cement 
is held through other group companies, and so, hasn't been considered while cal- 
culating K.M. Birla's personal wealth in his listed companies. 
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VALUE OF PROMOTER GROUP HOLDINGS 


Company May 28 
2003 
3,000 mark) 
Wipro 16,416.70 
Reliance Industries 18,734.32 
Bharti Tele-Ventures 3,226.66 
HCL Technologies 2,749.87 
HCL Infosystems 200.74 
Sun Pharma 1,948.31 
Ranbaxy Labs 3936.34 
Hindalco Industries 1,541.48 
Grasim Industries 717.40 
Indian Rayon 152.86 
indo Gulf Fertilisers 93.65 
Bajaj Auto 1,473.84 
Cipla 1,583.76 
Hero Honda Motors 1,151.82 
kiwala Wockhardt 949.33 
Dabur India 945.79 
Kotak Mahindra Bank 544.38 
Nicholas Piramal 550.08 
Nirma 1,937.18 
Satyam Computer 1,083.90 
Cadila Healthcare 530.73 
URC UE Rese 738.46 
Mahindra & Mahindra 387.04 
Lupin 487.31 
Dr Reddy's Labs 1,656.67 
Zee Telefilms 780.69 
Matrix Laboratories 214.76 
EIH 354.05 
Great Eastern Shipping 218.45 





multiplied this by a factor of six- 
plus: on June 21, 2005, his family's 
46.6 per cent holding in Bharti Tele- 
Ventures was worth Rs 20,527 
crore. Other multi-baggers include 
Anand Mahindra of Mahindra & 
Mahindra, N. Prasad of Matrix Labs 
and Dilip Sanghvi of Sun Pharma (all 
4 times), Desh Bandhu Gupta of 
Lupin Labs and Ajay Piramal 
of Nicholas Piramal (both 3), 
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Aug. 19, > Nov. 28, % 
2003 Increase 2003 Increase 
(4,000 mark 5,000 mark 
1804890 9.94 30,030.13 66.38 
24,104.64 28.67 31,9593 31.91 
5,332.89 — 6528 732037 3727 
3,664.27 3325 6,086.45 — 66.10 
31641 57.62 75141 137.48 
291155 4944 403156 3847 
5010.13 — 27.28 6,081.21 21.38 
206071 33.68 2,795.51 35.66 
115908 — 6157 168377 4527 
310.40 103.06 376.41 21.27 
127.93 36.60 228.91 78.93 
2,053.37 3932 289588 4103 
201049 — 2694 296332 4739 
155122 — 34.68 2,166.01 3963 
134581 4176 169352 2584 
1443.88 52.66 1515.91 — 4.99 
789.78 45.08 1,284.83 62.68 
683.06 24.18 112453 6463 
2121.10 949 2,124.17 0.14 
130033 19.97 200136 53.91 
1,100.76 107.40 1,687.98 53.35 
986.08 33.53 121012 2272 
650.01 67.94 111387 7136 
1,009.83 107.23 1,838.46 ^ 82.06 
210513 2707 250649 19.07 
1,088.12 — 3938 125686 1551 
479.46 123.25 658.66 37.38 
842.45 137.95 57449 -31.81 
338.00 54.73 652.62 93.08 


Jan. 2 > June 21 % 
2004 Increase 2005 Increase 
6,000 mark 7,000 mark 
3441390 14.60 4387248 27.48 
38,169.45 20.05 43,087.34 12.88 
943127 2884 20,526.65 117.64 
707887 1631 867664 2257 
816.73 8.69 174779 11400 Á 
4040.70 — 023 143536 — 8401 
6,589.81 836 120987 941 
3,336.38 — 1935 299836 -10.13 
197738 1074 24747] — 25.15 
436.42 15.94 774.77 77.53 
307.81 34.47 330.53 1.38 
331235 1438 428470 . 2936 
343585 15.95 408852 19.00 
2,689.36 24.16 3/8407 4071 
1929.38 1393 3,531.17 830? 
2,129.06 — 4045 3,186.52 49.67 
138655. 792 294246 — 11222 
1,596.73 4199 283293 77.2 
285127 3423 267103 -6.32 — 
217042 — 845 2,493.61 14.89 
181112 730 24261 3487 
131603 875 1,940.89 — 4748 
118425 — 632 158548 33.88 
145136 -21.06 1556.09 7.22 
285586 1394 145193 -49.16 
1545.86 — 2299 139603 -9.69 
931.00 41.35 862.46 -7.36 
687.72 19.71 846.57 23.10 
802.97 23.04 613.22 -23.63 


Figures are in Rs crore, Source: BSE, CMIE 





B.M. Munjal of Hero Honda (3.3) 
and Rahul Bajaj of Bajaj Auto (2.9). 

But our game had one loser over 
the 25-month period under review: 
Anji Reddy of Dr Reddy’s Labs 
seems to have stepped on more than 
his fair share of snakes. This resulted 
in his net worth dipping from 
Rs 1,656.67 crore to Rs 1,451.93 
crore. But it wasn't always like this. 
In the eight months between May 


2003 and January 2, 2004, he hit 
several ladders and doubled his per- 
sonal wealth to Rs 2,856 crore. But 
the snakes (damn them), in the form 
of Us court cases, have ruined his 
formbook since then. 
But the game isn't over yet. 
There's always a tomorrow. 
ADDITIONAL REPORTING BY 
KUMARKAUSHALAM AND 
CHARUDUTTA JENA 
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These Small Guys Won Big Time 


Retail investors rode the stock market boom to greater riches. 





32/ Printing Executive/ Mumbai 


URMI JAIN IS REALLY PASSIONATE ABOUT 
the stock market, which she entered 
last year with an initial corpus of 
Rs 50,000. That has appreciated to Rs 
1 lakh now. “The basic nature of the 
market is extremely capricious, but 
then, there is nothing exhilarating about 
predictability,” exclaims the Mumbai 
Co-ordinator of Shrenik Printing, who 
watches CNBC for information on the 
markets. “It is important to be clear 
about some fundamentals: what is 
your risk tolerance? And how much 
time are you willing to spend on it? | 
have an extremely low risk appetite, 
and prefer to follow a stop loss stra- 
tegy,” she adds. In the process, she 
ends up spending a good four-five 
hours every day actively tracking the 
market. Her favourites: Arvind Mills 
and Bank of India; she made 30 per 
cent returns on each investment. Jain, 
who manages her portfolio online 
through Indiabulls, is unwilling to share 
any details beyond that. 

PRIYANKA SANGANI 


VASHU BHAGNANI 
44/ Film Producer/ Mumbai 


VASHU BHAGNANI HAS A WELL-DEFINED 
investment philosophy. “I buy only 
when the market is low,” he says. 
“It's either blue chips like Reliance, or 
stocks that are doing well on the mar- 
ket," he adds. Recently, he made good 
money on Adlabs, which he had 
bought at Rs 120 and offloaded at 
almost twice the price. How much 
has he invested in stocks? Bhagnani, 
who produced films such as Biwi No. 1 
and Bade Miya Chhote Miya, skirts 
that one with a smile. 

PRIYANKA SANGANI 
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ANSHUMAN PANDA 
25/ Management Trainee/ Mumbai 
ANSHUMAN PANDA, A MANAGEMENT TRAINEE AT 
Design Tech, a Mumbai-based design firm, 
Started with an investment of Rs 25,000 
one-and-a-half years ago. The stock market 
boom has taken this to Rs 60 000. "I had 
bought the TCS stock at Rs 950 soon after 
its IPO; | sold out a few months later at 
Rs 1,300,” he says. Panda, who reads the 
pink papers and online fund management 
portals regularly, has also developed a gut 
feel for stocks. He's now looking at stocks 
that will give good long-term returns. 
PRIYANKA SANGANI 


B.V. RAMA RAJU 
40/ Airline Executive/ Hyderabad 
IF BUYING AN APARTMENT FOR RS 30 LAKH 
and a Toyota Corolla is tantamount to 
flaunting wealth, then yes, the Rajus will 
have to plead guilty. Raju's wife Suman got 
Rs 1 crore from her father in 2002 and 
then began the couple's second tryst with 
the stock market. Raju, a Deputy Chief 
(Aircraft) Engineer at Indian Airlines, had 
earlier invested Rs 7 lakh in the market at 
the peak of the Ketan Parekh-led boom, 
only to lose Rs 4 lakh. But they've learnt 
their lessons well. "Those who stay 
invested in the market will get good 
returns. The only caveat: the portfolio 
should be diversified," says Raju, who 
adds that he's happy with the 15-17 per 
cent returns he receives every year. The 
couple does not invest directly in the mar- 
ket, but uses portfolio management and 
wealth management service providers. 
E. KUMAR SHARMA 


PRABHAKAR RAO 


VIJAY PRIMLANI 


39/ Book Publisher & Distributor/ Delhi 


VUAY PRIMLANI—PICTURED HERE WITH FAMILY 


DIRECTOR AT OXFORD & IBH PUE 





has little time for research. "| depend on my gut feel or on my broker's advice,’ 


he says. And he's making good money 
ting the market, beating deposit rates, in fact, beating all other 


15-20 per cent per annum 


nvestment 


opportunities," boasts Primlani, who declines to reveal the size of his portfolio 


He is very bullish about Mangalam Timber, a company he knows little 


don't care," he says,” I've got more than a bang for my buck." 
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M.V.F 


$ 55/ SME Businessman/ Hyderabad 


M.V.K. NAGESWARA RAO LOST MONEY BOTH 
Harshad Mehta scam and during the Ketar 
scam. But he, too, leamt his lesson 


bought Aurobindo Pharma shares at Rs 1 


six years ago, sold them at Rs 375 a piece af 
1:2 split. The Rs 1 crore he has invested 
stock market gave 40 per cent returns over t 


12 months. He used part of these profits t: 
apartment recently 


NARESH KHANDURI 
“| PUT 
Rs 10 lakh) in strong : 
HLL, TCS and NTPC,” says 
Khanduri 
biz architect with Wipro Techn 
Khanduri, who depends on t 
portals and TV channels for ir 


70 PER CENT OF MY MONE 


-seen here with wife 


965 just after the IPO in Aug 
year and sold it at Rs 1 
months later. ^| look for 20 í 
appreciation on my investmer 
says. But not all his calls pay 


only to see them dip to Rs 1 
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31/ IT Professional/ Bangalore 


ompanies like 


Nares! 
af t 


Ol gie 1 


)usiness 


norma 


tion, purchased 100 TCS shares at Rs 


ust last 


40 


jer cent 
it 


off. He 


bought 40 shares of Jet at Rs 1,35 
,260 
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NURDANS oll 
65/ Retired Insurance Executive/ Delhi 
KURBANS SINGH JOTS DOWN HIS TRADING STRATEGY IN A NOTEBOOK EVERY MORNING. HIS 
portfolio contains 33 stocks; these include BEML, Adlabs and Oriental Bank of 
Commerce. He wants to sell all of them. "The market is at its peak. | will book 
profits now," says Singh, who retired from New India Assurance as an assistant 
general manager five years ago. Singh has Rs 21 lakh riding on different 
stocks and makes a cool Rs 60,000 a month from day trading. "That funds all 
my home expenses," he laughs. 

SAHAD P.V. 


. ‘VAD A AI 
SU t aun 


41/ Senior BPO Executive/ Delhi 

HE LOST A MINI FORTUNE IN THE 1992 HARSHAD MEHTA SCAM. BUT SUNIL HINGORANI—SEEN 
here with family—a Director at a leading BPO, re-entered the market after 10 years 
when the Sensex was at 2,800-2,900 levels. He now makes enough from stocks 
to take his family abroad for vacations twice a year. Hingorani bought 6,000 shares 
of Sical at Rs 20 apiece a year ago. The shares are currently trading at Rs 190. 
Little wonder then, his portfolio has doubled from Rs 25 lakh a year ago 
jAHAD P.V 
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A.P. MAHESHWAR 

32/ Dentist/ Chennai 

A.P. MAHESHWAR IS AT HIS STOCK BROKING 
terminal when the market opens and 
gets to his clinic only after it closes. “I 
have invested Rs 25-30 lakh in the 
stock market," says Maheswar, who 
often seeks advice from his stock bro- 
ker friends and patients. He bought 
shares of FinTec at Rs 170-odd in 
late January and sold most of his 
shares for Rs 650 three months later. 
He also made a tidy sum on SBI, 
which he bought at Rs 150 and sold at 
Rs 650 six years later. "It's a challenge 
to hit the 20 per cent-plus returns 
mark,” says the dentist who may now 
buy himself a foreign holiday with 
some of his trading profits. 


RAHUL SACHITANAND 
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| Cashing Out At A Premium 





Some promoters are capitalising on the stock market boom by selling 
small stakes and booking handsome profits. By SAHAD P.V. 


HE INDIAN STOCK MARKETS ARE 

| at an all-time high. So what 
better time to cash out and 

book some profits? That's precisely 
what some promoters of India Inc. 
are doing. In March this year, Sunil 
Mittal, Chairman of Bharti Tele- 
Ventures, sold 27.5 lakh shares at 
Rs 220 apiece in the open market 
for Rs 60 crore. A year ago, Bharti's 
share price was hovering around 
Rs 100, so Mittal's timing has 
fetched twice the money he would 
have received then. The sale was 
to mobilise funds for his invest- 
ments in new projects like airports 
and exports of fresh vegetables. 
Besides Bharti, there are several 
other companies like Mahindra & 
Mahindra, Great Eastern Shipping, 
Matrix Laboratories and Arvind 
Mills where promoters' holdings 
have seen a dip, albeit marginal (see 
table). That number would swell 





In March this ye 


r, Sunil Mittal, Chairman of Bharti Tele 


DECLINING PROMOTER STAKES 





h 


*InRscrre **InRs * Publicissues by already listed companies 


to several dozens if the sample is 
expanded to BsE 500. 

There are some promoters who 
have sold out completely. For 
instance, Vasanji A. Manania of 
Adlabs Films sold his 31.5 per cent 
stake in the company to Anil 
Ambani’s Reliance Capital this June, 
making a cool Rs 100 crore in the 
process. Manania couldn’t have 
chosen a better time; Adlabs shares 
have run up from Rs 64 a year ago 


Bharti Tele-Ventures — 5 







38.95 


chosen from he top 200 (hy market cap) sted on BSE f 





to the upwards of Rs 300 (his col- 
league and co-founder Manmohan 
Shetty, however, decided to stay 
invested in the firm.) 

When the market is hot, it’s 
natural that the iPO (initial public 
offer) market hots up (there were 
some 50 issues in the last two years 
and none of them was undersub- 
scribed). But what prompts already 
listed companies to go in for follow- 
up public offers (FPOs)? They can 


-Ventures, (pictured above), 


raised Rs 60 crore by selling 27.5 lakh of his flagship's shares in the open market at 


Rs 220 a piece. A year ago, Bharti's s 


hare was trading at Rs 100 levels 
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Adlabs Co-founder Manmohan Shetty (seen below) plans to increase his 
shareholding in the company, even as Co-founder Vasanji Manania netted Rs 100 
crore by offloading his 31.5 per cent stake in it to Anil Ambani's Reliance Capital 


cash in on high stock valuations by 
pricing the issue at close to the mar- 
ket value. The last two years saw at 
least 25 FPOs. A majority of the 
issues was by by public sector banks 
such as Indian Overseas Bank, 
Syndicate Bank and Dena Bank . 
However, several private sector 
companies like IVRCL, Icici Bank 
and Weal Infotech, too, have cashed 
in on the market-run up. 

Now there are several other pro- 
moters who are looking to cash 
out. For instance, the G.P. Goenka 
Group is believed to be toying with 
the idea of selling its stake in Andhra 
Cements (where it holds 71.60 per 
cent stake) for Rs 100 crore to 
finance the proposed corporate debt 
restructuring of flagship Duncan 
Industries. The icing on the cake 
is the control premium it will get if 





The promoter-holdings in 
Arvind Mills (above, Sanjay 
Lalbhai, MD) dipped by 
over 1 per cent between 
September 2004 and 
March 2005; the stock 
trades at Rs 131 today 
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it exits the company fully. G.P. 
Goenka, however, denies the move. 
"I have no plans of diluting my 
stake in Andhra Cements," he says. 

In fact, there is no single rea- 
son why promoters are selling 
shares. The Tayals of Bank of 
Rajasthan (BoR) are in talks with 
the French bank Société Générale 
(SocGen) and a few other investors 
to sell a 14.75 per cent stake in the 
bank. What better time than now to 
sell the stake when the bank's shares 
have doubled in value over the last 
year to Rs 60? Likewise, the market 
run-up is one reason why private 
equity firm Barings has chosen to 
put its 36 per cent stake in Mphasis 
on the block. The sale, which is 
expected to go through in the next 
few weeks (maybe days), will fetch 
Barings a return of four to six times 





N. Prasad, Chairman of the 
Hyderabad-based pharma 
giant Matrix Laboratories, 
saw his holdings dip by 
2.51 per cent during the 
period between September 
2004 and March 2005 





its initial investment. 

There are several deals in the 
offing that have escaped media 
attention. The Bombay Stock 
Exchange (BSE) website lists some 
bulk deals, a majority of them 
executed by the promoters them- 
selves. But not everyone's inten- 
tions are above board. There are 
instances of unscrupulous pro- 
moters selling their existing hold- 
ings at high prices in the second- 
ary market, only to buy it back 
when the price falls. 

Says Ashish Chugh, a stock 
analyst with Valuenotes.com: *The 
buoyancy in the stock market could 
prompt promoters to liquidate their 
shares. There can be several rea- 
sons for promoters diluting their 
stake. One, they could be mobilising 
funds for new projects; secondly, 
they could just be making money by 
selling their shares at higher prices 
and buying back them at lower 
prices later. And there are others 
who offload shares to raise funds for 
restructuring their debt". 

Regardless of motives, the bull 
run past the 7000 mark has pro- 
vided promoters with an opportu- 
nity to make a quick buck. 
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THE 
JHUNJHUNWALA 
FACTFILE 


in 1984, at age 25, with Rs 5,000 
and a CA qualification 


Bought Tata Tea at Rs 45, sold at 
Rs 140 in six months 


Bought Tata Power at Rs 150, 
sold at Rs 1,200 after five years 


Madhu Dandavate’s 1990 
budget. Everybody was bearish, 
expecting a socialist budget. RJ 
(and Dandavate) went the other 
way; made a killing 


“Buy right, hold tight—exit in 
frenzies” 


FAVOURITE EQUATI 
Earnings per share X price- 
earnings ratio = price 


“You will get hurt very badly 
one day” 


Independent thinking and 
greed, but only if it’s long-term 


A trader, an investor and a 
venture capitalist 


Marketmen feeling 
“undersexed in a harem” and 
“oversexed in a desert” 


“What you are buying is 
important, but more important 


is what value/price you are 
buying at” 








Investors are piggy-backing 

on his picks, and promoters 
queuing up to offer him shares, 
but trader, investor and of 

late venture capitalist 

Rakesh Jhunjhunwala says 

he’s just doing what he 

knows best: Buying right, 

and holding tight. 


BY BRIAN CARVALHO 


OT INTERESTED,” HE GRUNTS INTO THE HAND 
held, before chucking it on to the clut 
tered desk in front of him. Reaching for the 
pack of 555 State Express, he throws the 
quick mandatory glance at the four stock 
price flashing monitors in front of him, 
and swivels in a somewhat dramatic man 
ner towards this writer. “That’s one more 
promoter wanting to offer me his shares. Another one was here 
before you came.” The irritation is still palpable. 

The message from ace trader, investor—and of late venture 
capitalist—Rakesh Jhunjhunwala is loud and clear: Don’t attempt 
to find me. Let me find your business, and let me decide whether 
it’s investment-worthy or not. He knows a thing or two about how 
to go about that: Jhunjhunwala has been ar yund on Dalal Street 
for the past two decades, starting as a small-time trader in 1984, 
with a CA degree in one pocket, and Rs 5,000 in another. Till 
1990, he made most of his millions via speculation, but it's over 
the past four-five years that Jhunjhunwala’s Midas touch as an 
investor has been on ample display. Pretty much everything he's 
touched—barring a few duds here and there—has turned to 
gold, prompting punters of all hues to piggy-back on his picks, and 
promoters to line up to offer him shares. Market estimates put his 
net worth in the Rs 1,500-2,000 crore region; others who've 
worked with the man reveal his net worth would have grown eight 
to 10 times since 2001—a period during which the benchmark 
Sensex has climbed by 150 per cent from the depths of sub-3,000 
to close to 7,500. 

Last fortnight, Jhunjhunwala had something more to chew on 
when—along with two other Mumbai brokers—he bought 10 per 
cent of IT education and training company, Aptech. After the 
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A few sceptics on Dalal Street 
view Jhunjhunwala as more of a 
caricature than a wannabe 
Warren Buffett (seen in picture) 


subsequent open offer to common shareholders, 
Jhunjhunwala could find himself in control of Aptech. 
But you won’t catch him spending too much time 
attempting to manage the business. “I don’t care 
about actively managing any business—there are 
enough people out there doing that. Yes, I can offer 
strategic thought and contribute to corporate gover- 
nance, but I will always continue to be an active 
trader and investor.” 

In a fundamental way, Jhunjhunwala’s acquisi- 
tion of Aptech equity isn’t much different from the 
long-term investments he’s made by mopping up 
shares from the secondary market. At the heart of his 
strategy is buying at the right price, or the right value. 
And at the right opportunity. “Buy right, hold tight— 
and exit in frenzies,” is the home-grown wisdom he 
swears by. That’s why, for instance, he picked up 
the public sector Bharat Electronics in the Rs 18-20 
range. His sell price: Rs 750. Value for Jhunjhunwala 
means buying into Titan at Rs 30, and watching it soar 
to Rs 500, accumulating Praj Industries at 100, which 
has now hit Rs 810, identifying Bilcare at Rs 108 
and allowing it to run to Rs 519... the list is long and 
the appreciation heady (see The Jhunjhunwala 
Juggernaut Steams On). And the Aptech deal, though 
a buyout, fits well into the obsession with value and 
opportunity. His acquisition cost of Aptech shares 
works out to Rs 56 per share. The price at the time of 
writing had already crossed 
Rs 95. More important, 
of course, is the potential 
for longer-term, multi-bag- 
ging returns Jhunjhunwala 
sees in this training com- 
pany: For one, the indus- 
try is a mature one, so no 
new players are expected 
at this stage. For another, a 
quarter of the country’s 
population is under 25, 
providing a huge market 
for education and train- 
ing. Also, Aptech has 
plenty of avenues to 
expand its portfolio, right 
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JHUJHUNWALA DOESN'T RULE OUT 
A 25,000-PLUS LEVEL FOR THE SENSEX 
BY 2009. HERE'S HOW 


EARNINGS GROWTH | EARNINGS GROWTH 





Note: The Sensex value is calculated by multiplying the Sensex EPS with the Sensex P/E. 
A Base Sensex EPS of 380 of FY2004 has been considered 





from BPO to content, to testing, to international forays. 
Whilst Jhunjhunwala's stock picks are the more visi- 
ble manifestations of his achievements, his larger suc- 
cess by far is forecasting the ongoing bull run at a time 
when few gave the Indian markets a chance of even 
crossing the 4,000 threshold. The defining moment 
was September 11, 2001. *Crisis makes you intro- 
spect,” shrugs Jhunjhunwala. That bout of soul-search- 
ing resulted in the prediction of a long-term “structural 
and secular bull market”. The conviction was triggered 
off by structural changes he saw in the Indian economy 
and the corporate sector, like the advent of second- 
generation reforms, and the ability of Indian compa- 
nies to start turning on 20 per cent earnings growth 
quarter after quarter. “There’s no doubt he’s a 
visionary, and a great long-term strategist,” gushes 
Diwan Rahul Nanda, Chairman & Director, Tops 
Security, in which Jhun- 
jhunwala has picked up a 
16 per cent stake. 
Finding companies to 
invest in hardly seems to 
be a problem for today’s 
Big Bull. Tops Security, 
for instance, which is still 
at least one-and-a-half- 
years away from an IPO, 
got his nod because he 
sees the security indus- 
try as a sunrise one, and 
has great faith in the 
ambitions and commit- 
ment of the management. 
Yet, as the market indices 


EARNINGS GROWTH 





continue to head upward, there is a section of 
investment gurus and chart-gazers who feel the 
Sensex is entering overheated territory. The moot 
point, therefore: For how long can Jhujhunwala 
keep finding potential 10- and multi-baggers? The 
man's answer is predictably deadpan. “I see value 
every day,” he mutters. 

At the heart of Jhunjhunwala’s bullishness is the 
view that earnings growth of 20 per cent is quite 
possible for the next four-to-five years, and that the 
market at a current price-earnings ratio (P/E) of 


THE JHUNJHUNWALA 
JUGGERNAUT STEAMS ON 


ENTRY PRICE 
(Rs) 
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. " Jhunjhunwala sold Bharat Electronics at Rs 750 





"There's no doubt 
Jhunjhunwala’s a visionary and 
a great long-term strategist” 


Diwan Rahul Nanda/ Chairman & Director/ Tops Security 





13.5—on 2005-06 forward earnings—is actually 
lower than valuation at previous peaks. For instance, 
during the March 1992 Sensex peak of 4,285, the mar- 
ket P/E was at an absurd 69.5. Even in 2000, when the 
index briefly crossed 6,000, the P/E was in the 27-30 
vicinity. Now for the clincher: If we assume a P/E of 28 
for Sensex 2009, and if corporate earnings grow 20 per 
cent till then, the Sensex would have—hold your 
breath—hit a level of 26,476! And the man's dead 
serious. “I am bullish on the basis of facts and infor- 
mation that's publicly available. The problem with most 
of us is that we lack recognising what we have 
achieved. For instance, we have 10.8 per cent indus- 
trial growth in May—and everybody is questioning it! 
As Indians, why don't we instead try to see that this 
growth continues? We are not only growing, we are 
also creating institutions that will ensure this growth 
and accentuate it," thunders Jhunjhunwala. 
Jhunjhunwala could easily be blinkered by his 
own bullishness, a situation thousands of investors 
who've lost fortunes in previous booms-turned-busts 
will never find themselves in. Inevitably, today's Big 
Bull finds himself being paralleled with past Street- 
heroes who subsequently fell from grace, perhaps 
victims of their own successes. Is Rakesh Jhunjhunwala 
going down the same road? “All I can say is ‘ignorance 
is bliss’, (to those who compare him)." His advice to 
punters who blindly latch on to everything he buys: 
*One day you will get hurt very badly." There are a 
few sceptics on Dalal Street—particularly a few 
attached to foreign brokerages—who look at him 
with amusement, more as a caricature than a wannabe 
Warren Buffett. The truth is he's neither. "Sure 1 
have read a lot, but I firmly believe the first quality you 
need for success in the markets—and indeed suc- 
cess in life—is independent thinking," pontificates the 
investor who insists he still stays with his 75-year-old 
father (rather than the other way round). There are 
others who prefer to see him as a front for bigger fish, 
even alluding to the relationship between him and 
Amitabh Jhunjhunwala—they're first cousins—the 
pointman of Anil Ambani. “That’s an insult to my intel- 
lect," he hisses. You have to agree: The man who fore- 
told the India story—he calls it a once in a lifetime 
opportunity—surely deserves more credit. Ql 
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Movie-based merchan- 
dising is beginning to 
take off. But there are a 
number of hurdles that 
producers and merchan- 
disers must negotiate. 
BY PRIYA SRINIVASAN 


SOUMIK KAR 


T SOUTH MUMBAI'S UPSCALE 

retail store, Amarsons, a 

small black and white 

printout pasted on the 

shop window fore- 
grounds mannequins adorned in eth- 
nic wear. The notice simply says, 
‘Bunty Aur Babli Suit. Walk in and 
ask for the item in question and the 
sales staff show you a range of ‘suit 
pieces’ patterned on the shirt-style 
tunic worn by Bollywood actress Rani 
Mukherjee in the latest flick from the 
Yashraj Films’ stable, Bunty Aur Babli. 
Move into the neighbouring store, 
Premsons, and you are told that the 
‘Bunty Aur Babl? range of outfits has 
been sold out, and the next batch is 
expected in a month’s time. The last 
one available, for Rs 2,195, has to 
be bought off the mannequin. 

Walk a little further down the 
road and at Benzer, a premium store 
on Mumbai's upscale Bhulabhai Desai 
Road, the sales staff pull out a pure 
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silk version of the same outfit priced at 
a cool Rs 10,900. The linen fabric 
variant of the ‘Babli’ outfit is priced at 
Rs 5,500 a pop, and that’s the lowest 
price for the product at this store. As 
a shot in the dark, this reporter asks 
for the ‘Veer Zaara’ outfit and pat 
comes the reply, “That’s only available 
in the party range priced Rs 15,000 
onwards”, 

Now if you’re wondering what 
the point of this exercise is, well, sim- 
ply put, it’s a first-hand feel of the 
burgeoning market for Bollywood- 
based merchandise. While no reliable 
estimates are available as to the size of 
the movie-based merchandise busi- 
ness, retail consultancy KsA-Technopak 
estimates the market for ethnic wear 
such as sarees and salwar-suits at Rs 
12,000 crore a year. Even if 1 per 
cent of that market can be tapped by 
the Bollywood merchandisers, that’s 
Rs 120 crore in additional business. 
Agrees Tarun Tripathi, head of 


marketing at Yash Raj Films and an 
uM Lucknow grad: “The market is sim 
ply staring us in the face and we really 


need to start figuring out how to ad 
dress it." 


Some are already making their moves 
Vipul Shah, producer and director of 
the recently-released movie Wagt- 

which stars, among others, Amitabh 
Bachchan—has taken his first steps in 
merchandising through tie-ups with 
brands like Archies and BIBA, an appa 

rel brand with presence in about 130 
locations across the country. For an 
upfront investment of Rs 25 lakh, the 
Archies brand was woven into the sto 
ryline with Amitabh Bachchan play 

ing the owner of Archies in the film. He 
also creates a toy (as part of the story), 
Geri (a stuffed Giraffe), and stationery, 
which now have been launched across 
195 Archies outlets. Geri has done 
roaring business, according to Anil 
Moolchandani, Chairman and MD of 
Archies. “We have sold 7,500 pieces 
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. BOLLWOOD ON THE SHELVES: FIRST STEPS 


Merchandising Move 


Film 

Waqt Tie-up with BIBA for apparel merchandise and 
Archies for soft toys. (The latter deal involves an 
in-film placement that has Bachchan playing the 
owner of Archies) 


Le WEE 


Tie-up with Titan's Tanishq jewellery. Tanishq 
designed all the jewellery for the film and has 
launched a 'paheli' range at its stores 


Tie-up with Spykar jeans which has launched 
a special product range for the film (the 
film's title song also advertises the brand) 


Tie-up with BIBA for apparel retail 


Tie-up with Archies for stationery merchandising 
and Planet M for a CD Rom with detailed 

info on the film and visuals of the sets along 
with printable images/motifs, apart from 

tie-up with BIBA for apparel retail 





bt fashion 


TV'S EARLY MERCHANDISER 


M: INDIA HAS BEEN ONE OF THE EARLY MOVERS IN ENTER- 


tainment-based merchandising in India. Today, its mer- 

chandising business extends from apparel and accessories to co- 

branded credit cards (Citibank), watches (Titan) and even airtime (pre-paid 
cards with Airtel). It all began with apparel and accessories four years ago 
when the company opted for a licensing agreement with a garment manufacturer. 
Early this year, that partnership saw the entry of one more licensee and a new mer- 
chandising plan where ‘MTV Style’ garments will get 100-150 sq feet in about 100 
multi-brand garment outlets across the country. "It's a conscious decision not to 
be in very big stores, we need a better reach and decided to go ground up," says 
Sanjev Hiremath, Sr VP, Licensing and Merchandising (South Asia), MTV. 
Interestingly enough, the company has entrusted its entire design, manu- 
facturing, distribution and retail functions to its licensees in the garments business. 
"It's not a business we specialise in, so it's best to go with a licensee," explains 
Hiremath. He plans to extend that strategy to Nickelodeon, the children's chan- 
nel, where the first merchandising agreement has been with Bombay Dyeing for 
use of Nickelodeon characters in bed linen. 


priced between Rs 399 and Rs 1,199 
in three months," he claims. By 
comparison, regular stuffed toys 
move at the rate of about 500 in 
three months, Moolchandani notes. 

Titan Industries, which struck a 
deal with the Shah Rukh Khan-pro- 
duced Pabeli to design and retail 
jewellery featured in the film as part 
of its Tanishq brand, also claims to 
have done very well on the range 
priced between Rs 20,000 and Rs 4 
lakh. “It’s been one of our best sel- 
ling ranges this year," says Harman 
Dhillon, Brand Manager for 
Tanishq. Priya Amiri, Director of 
Strategic Planning at Sheetal, a high- 
end ethnic wear retailer in Mumbai, 
couldn't agree more. Already, 7 to 8 
per cent of the store's revenues come 
from some form of Bollywood- 
inspired merchandise and she 
expects that trend to intensify in 
the future. Sheetal has even done 
Bollywood-based fashion shows in 
Mumbai, Dubai and San Diego, and 
plans one later this year in Malaysia. 
Customers at the shows place their 
orders for the designer (Aki Narula, 
Hemant Trivedi) suits, whose prices 
range from Rs 4,000 to Rs 40,000. 
Says Amiri: “Our shows have been a 
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huge success in terms of sales." 

Even apparel manufacturers like 
BIBA, set up nine years ago to supply 
merchandise to retailers across the 
country, have managed to tap the 
mass market with movie-based mer- 
chandise. BIBA has struck deals with 
a handful of film producers over 
the last couple of years to reasonable 
success. One large format retailer 
who had ventured into the movie 
merchandising business with a movie 
production—Na Tum Jaano Na 
Hum, starring Esha Deol in 2003— 
and followed it up by merchandi- 
sing, is Kishore Biyani of Pantaloon 
Retail. The chain subsequently dis- 
continued this line of business, but is 
now planning to revive it. 


Sweet Spot? Not Entirely 

Despite the apparent size of oppor- 
tunity, merchandising movie-based 
products isn't easy at all. The big 
stumbling-block is the industry's 
unorganised nature. The first ques- 
tion every producer is confronted 
with is, why should a retailer pay for 
an apparel design when he can sim- 
ply copy it? In fact, that's what has 
been happening so far. Which is 
why, in-movie placements for the re- 





tail brand become important. 
Therefore, doing anything prof- 
itably means having a supply chain 
in place that spans suppliers, dis- 
tributors, and retailers. In the 
absence of that, merchandisers find 
the going tough. Take BIBA, for 
example. According to its Director, 
Sanjay Bindra, the company needs to 
commit upto Rs 2 crore as spend on 
film promotions in return for the 
rights to manufacture and sell 
apparel featured in the movie. So to 
break even, he must make between 
Rs 2.5 crore and Rs 3 crore. *The 
operating costs for me on Bollywood 
ventures are too high," says Bindra. 
The other issue is retail reach. 
Given that the shelf life of a movie- 
based product is typically four to 
five months, the merchandiser must 
sell as much as possible in that short 
time. In some cases, the window of 
opportunity is even smaller—say, 
15 days—because that's how long it 
takes copycats to get in. Says Rupali 
Mehra, Director (Marketing & 
Alliances), Ad Vista, a strategic con- 
sulting firm for film promotions 
and in-film advertising: *You can't 
afford to stick with just large retail- 
ers with limited presence in the mar- 
ket; the merchandise has to go out 
to the smallest retailer." BiBA's Bindra 
is evening considering rolling out 
his own stores (80 over the next 
three years) to corner the retailer 
margin of 35 per cent on MRP. 
Finally, producers and mer- 
chandisers will need transparency 
in the supply chain if the business is 
to grow. Producers would need to 
know if they are getting the right 
sales figures on merchandise, since 
royalties are tied to that. Says Shah: 
"Merchandising will also help miti- 
gate the overall risk of the film busi- 
ness.” Adds Tripathi. of Yashraj 
Films: “(Merchandising) is a business 
we don’t understand at the mo- 
ment, but we have definitely started 
getting a blueprint together.” 
After all, the rewards are too 
big to ignore. 
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THE DAY YOUR HAIR NEEDS 2000 KGS OF THRUST IS 
THE DAY WE'LL MAKE ONE KIND OF SOFTWARE SOLUTION. 











OR SEVERAL MONTHS NOW, MID-CAP 
companies have been performing 
in a spectacular manner on the 
stock exchanges. And investors, 
too, seem to have taken particular 
fancy to them. That should not come as a sur- 
prise, given the fact that most business factors 
are heavily weighed in their favour. A benevo- 
lent tax regime, fast-shrinking borders that are 
virtually turning, ahem, virtual, and a world that 
is increasingly beginning to get smaller and 
smaller are factors that such companies, rep- 
resented by small and medium businesses 
(SMBS), need to take advantage of. 

The advent of technology that allows com- 
panies, which don't have bases outside India, 
to conduct business seamlessly with partners 
and customers outside the country, has meant 
that the horizon for business for smes has 
increased spectacularly. News of Indian com- 
panies going global, either by establishing 





Helpin 
Them : 
Grow 


The need to grow in a 
competitive, rapidly 
globalising world, means 
small and medium 
businesses need to adopt 
state-of-the-art IT solutions. 


bases abroad, or through acquisitions, has 
become a regular event now. This increasing 
scope has given rise to a new, burning desire 
The desire to grow, and grow beyond what one 
had dreamt of earlier. But to do that, the same 
technology that has allowed them access to 


the world has to be leveraged to the full to be 
able to take complete advantage of the oppor- 
tunity. And swBs appear well aware of the 


opportunity, and the imperative for investing in 
ir to fuel that growth. As A. Srinivas Rao 
Director (sms) of sap India says: "Small and 
medium businesses don't want to invest in iT to 
manage their current business. They want to 
invest in ir to manage their growth: 


THE IT IMPERATIVE 

Indian small and medium businesses are 
increasingly going in for state-of-the-art ir solu- 
tions to align their rr backbone with the new busi- 
ness models that are coming into vogue. But 
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then, to be a world beater, world-class software 
is required. After all, if suas want to do business 
with global leaders, who are necessarily techno- 
logically sound, they need to be technologically 
sound as well. For instance, if an Indian auto- 
components manufacturer wants to be a suppli- 
er to General Motors in the us, it will require IT 
systems that match the systems of GM. 

The following pages give a detailed account 
of how two such enterprising businesses, 
Navin Fluorine and Panacea Biotec, imple- 
mented sap business solutions to address vari- 
ous issues including those of data integration 
between incompatible legacy systems, unavai- 
lability of real-time data that hampered efficient 
decision-making, and, most important, the abi- 
lity of software to keep pace with the growth of 
the company. And the software they adopted 
helped them no end in realising their objec- 
tives, and will further help them gain a compe- 
titive edge in the marketplace. 

Navin Fluorine and Panacea Biotec are 
just two small drops in the ocean of ir imple- 
mentations by sMBs. Others like pharma com- 
pany Glenmark Pharma, tiles manufacturer 
H&R Johnson, and leading book publisher 
Macmillan (see How ir Helped) also benefit- 
ed by adopting world-class software. 





KEY CHALLANGE BEFORE SMB's 


* Data integration owing to disparate legacy 

systems that can't communicate with one 
. another. An integrated information system is the 
. need of the hour. 

© Real-time data availability is critical for better 
. decision making, and knowing patters of pro- 

ducts sales 


i the challenges that 
| requires global-level software to handle 


* Managing ape with limited manpower 


* Small or big, SMBs require a world-class 
software platform to base their growth design on 
* The ability of software to scale proportio- 
nately with the growth of the business is critical 
to the survival of SMBs 
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Technology tools helped these companies take 
on the challenges of an ever-changing, dynamic 
business environment. 


GLENMARK PHARMA: Prior to implementing SAP, 


one another. The applications were not stan- 
dardised across various departments and there 
was no data integration, and the company was 
dependent on manual data collection. 
Implementing SAP has led to better data integ- 
ration, enabling better decision-m access 
to online real-time information within the orga- 
nisation, and reduction in inventory. 


H&R JouNsoN: H&R Johnson is in the business 


MacMiLLAN INDIA: Macmillan India operates in 
the areas of publishing, information processing 
and e-business. The book publishing industry is 
highly competitive and seasonal, and is very 
unorganised with a large number of players. 
This makes it very important to be able to fore- 
cast business. As the company's legacy sys- 
tems comprised island databases and no stan- 
dardisation, control over data was minimal. 
Consolidating and controlling various aspects 
of the working capital became a big challenge. 
Implementation of SAP has positively impacted 
its business in every respect. There is a marked 
increase in efficiency of its business processes. 
Transparency of information has led to impro- 
ved customer service, and reduced overall 
transaction time and costs. 


Key challenges facing s«as today include 
efficient financial and capital management, 
increased business transparency and opera- 
tional efficiency, and better customer res- 
ponsiveness. Needless to say, technology 
can help small companies achieve all this. 
And transform them into world-beaters. @ 
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A Time To Change 


Bv ALok SHENDE, ICT Practice, Frost & Sullivan 


HIS IS A TIME TO CHANGE FOR THE BETTER. 
While the key beneficiaries of the first 
wave of economic liberalisation in India 
were large enterprises, the real beneficiaries 
from the second wave of growth owing to glo- 
balisation of the Indian economy are small and 
medium businesses (sMa8s). On an average the 
compounded average growth rates for SMB 
companies have experienced a secular shift 
upwards and there is a reason for us to feel 
confident about the mid market story. 
The early growth phase that Indian smBs 
are experiencing is creating a new set of chal- 
lenges, challenges that they need to address 


HOW TO BUY AN ERP SOLUTION 


Based on the best practices that Frost & Sullivan has 
observed from companies who have successfully 
leveraged ERP, the following steps are recommended: 











before they can successfully navigate them- 
selves to the next level. The first and foremost 
challenge is that of increased complexity. As 
SMBS address newer customer opportunities, it 
could call for increasing the scale of manufac- 
turing or service organisation or it may call for 
incorporating newer processes or skills hitherto 
not available. For example, for a mid sized con- 
tract manufacturing player, regulatory compli- 
ance is the key bottleneck for securing large 
contracts from international clients. 

The second key challenge is that of increa- 
sing organisational resilience in the face of fast 
pace of change. sms enterprises being entre- 
preneur driven with nominal divisions of mana- 
gement responsibility at the top, carrying for- 
ward the business without diluting customer 
satisfaction and internal financial matrices is 
the mantra for success. 

SMBs are investing in systems that auto- 
mate and standardise processes that enable 
growth. And smes that have complemented 
their growth strategy with an ir strategy have 
achieved the power of managing transition to a 
higher growth plane. 

Enterprise Resource Planning (ERP) is the 
kernel of this metamorphosis. A software-driven 
business management system, ERP aims to 
help the management by setting better busi- 
ness practices and equipping them with the 
right information to take timely decisions. 

While ERP and its earlier versions MRP and 
MRP II have been in vogue since the 1970s, they 
were essentially designed in the context of 
large enterprises, and were, thus, a misfit for 
SMBS. A new breed of mid market ERP applica- 
tions are addressing precisely their needs and 
hence there is a clear ground for smes to invest 
in mid market ERP solutions. 

However, before sues plunge their mana- 
gement bandwidth into implementing a mid 
market ERP, there is a compelling need to 
engage in a proactive analysis of what the 
emerging mid market ERP play has to offer (see 
How To Buy An ERP Solution. w 
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IT To The Rescue 


IT helped Navin Fluorine face challenges of the new, globalised era. 


AVIN FLUORINE IS A LEADING FLUORINE AND 
ly specialty chemicals company. A part of 

the Arvind Mafatlal group, Navin 
Fluorine operates India's largest integrated 
fluorochemicals complex and has been at the 
cutting edge of the specialty chemicals busi- 
ness since 1967. The company registered 
revenues of Rs 247 crore in 2004-05. 

In recent years, the company's core busi- 
ness of regrigerant gases was being affected 
by changing environmental standards. Regu- 
latory demands require a shift to environ- 
mentally friendly gases by 2010. And for 
Navin Fluorine, this has meant a significant 
15 per cent to 20 per cent reduction in topline 
every year, starting 2005. 

To compensate for this, the company 
diversified its specialty chemicals portfolio, 
and began supplying to leading pharmaceuti- 
cal players not just in India but overseas as 
well. But this new business brought a fresh 
set of challenges, mainly in the form of global 
competition. Margins were constantly under 
pressure, and staying competitive demanded 
optimum efficiency in terms of delivery and 
production. The key challenge, therefore, was 





to sustain topline growth. 

On the ir front, the main challenge was 
one of data integration. Collating data 
between the systems in its two plants at Surat 
and Dewas was a difficult proposition. Says 
Sanjay Mittal, Head (it), Navin Fluorine: “It 
was important to be efficient in terms of kno- 
wing inventory levels and where our products 
were being consumed.” 

After evaluating competing ERP solutions, 
the company chose sap because it fulfilled 
the following three key criteria: 

e sap offered industry-specific business solu- 
tions; 

€ sap was in a strong position to provide local 
help within India; and 

€ SAP was a global leader in the ERP solution 
space. 

"If we were going to compete globally, our 
information systems had to be of global stan- 
dards,” says Mittal. Called “Project Armaan,” to 
reflect the company's desire to transform itself, 
the company set itself the ambitious target of 
capturing 40 years of experience in just 90 days. 
A team of five core team members, all of them 
best performers in their respective functional 

areas, worked full time with a 10- 
person team from saP's imple- 
— mentation partner Bristlecone. 

Says Mittal: “Since sap is 
modular software, we felt no 
need for a ‘big bang’ approach. 
Instead, we adopted a ‘cash in, 
cash out’ approach.” Using this 
approach, SAP was implemented 
in two phases. In Phase |, 
modules like sales and distribu- 
tion, materials management and 
finance were deployed, and it 
went live in July 2003. The solu- 
tion was implemented across 
eight locations, covering the cor- 
porate office, five sales offices 
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In Support Of Growth 


Panacea Biotec addressed data integration issues with SAP 


ANACEA BIOTEC MANUFACTURES AND MAR- 
P kets branded vaccines, pharmaceutical 

and biotechnology-based products of 
international quality. The manufacturing plant 
for vaccines is prequalified by wHo for supply 
to un Agencies. Panacea Biotec meets most 
of the state requirements of oPv under Pulse 
Polio Program in India. The plant for manufac- 
ture of pharmaceutical formulations is equip- 
ped with latest and most modern machinery, 
equipments and infrastructure. 





Panacea Biotec has been pursuing its 
mission "In Support Of Life" vigorously and 
consistently by identifying key therapeutic 
gaps in disease management and providing 
innovative, yet affordable drug therapies. The 
company forayed into pain management, 
organ transplant & diabetes management 
segments by introducing the unique non- 
steroidal anti-inflammatory drug Nimulid 
(Nimesulide), Panimun Bioral (Cyclosporin) 
and Glizid (Gliclazide) respectively. It has 
recently developed several combination vac- 
cines, some of the leading ones being 
Ecovac (DPT+HepatitisB), Easy Four 
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(DPT-Hib), and Easy Five (bPr-HepatitisB 
+Hib). The collaborations with Chiron 
Vaccines (us) and Cambridge Biostability (uk) 
provide a significant advantage to Panacea 
Biotec to speedily progress in the field of 
biotechnology in coming years. 

Panacea Biotec is one of the few health 
management companies that are strategically 
poised to take up new challenges in the post 
wTo era. Today Panacea Biotec has more 
than 150 scientists in 3 state of the art R&D 
centres in the fields of pharmaceuticals, bio- 
pharmaceuticals & vaccines. 

The business challenges that the company 
faced include problems of data integration 
between incompatible systems, inability of 
Systems to scale with the growth of the 
organisation, etc. 

To address these challenge, the company 
chose sap. The reasons were simple. SAP 
came with a solution that had industry best 
practices in it, so customisation was mini- 
mum, thus reducing implementation time. 

The company expected several benefits 
from the solution, not least being scalability 
to accomodate growth, and flexibility to sup- 
port changing business needs. The project 
code named "Excellence" was started on 
February 1, 2005, with implementation part- 
ner Siemens and completed in record time of 
four months at 35 locations across the coun- 
try (sales locations, manufacturing plants, 
LLM and head office). Project kickoff was 
done by Rajesh Jain (Joint Managing 
Director) Panacea Biotec Ltd. (see picture). 
The project implementation stages included: 
PROJECT PREPARATION: Finalise the project plan, 
project implementation standards and proce- 
dure; server readiness up to setup of proto- 
type client; Workshops with the Panacea 
Biotec core team for initial introduction and 
training of the solution. 

Business Blueprint: Gap analysis workshops 
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and two production units. 

After Phase | stabilised for a few months, 
Phase II was set in motion. In this phase, pro- 
duction planning, plant maintenance, quality 


management, costing, rpofitability analysis 
and asset management were implemented. 
Having gone live on April 1, 2004, the entire 
project was completed within the span of a 
single financial year. 

The benefits were immediate. Says Mittal: 
“From day one, we had mis giving updated 
information on an all-India basis.” sap helped 
make things easier for Navin Fluorine. For 
example, for one department to get informa- 
tion on another, it was no longer required to 
ask that department for information. Instead, 
by logging on to sap, every department's infor- 
mation was available to authorised users. "We 
could control the uniformity of information on 
an all-India basis,” gushes Mittal. 

And there were tangible benefits too. After 
the first year of the project going live, Navin 
Fluorine did a benefit analysis. The findings 
were conclusive of the benefit of the SAP 
deployment. For instance, earlier sales peo- 
ple were involved in data integration and con- 
solidation. "But now we are able to save one- 
and-a-half workdays per person per month,” 
says Mittal. He estimates that the sap solution 
had contributed more than 1 per cent to the 
company's topline. “Today, at each stage of a 
chemical reaction, we know what the profit 
and loss is,” says Mittal. 

Implementing SAP, though, was not easy for 
Navin Fluorine. Being a 40-year-old organisation, 
change management was a big issue. But the 
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Navin Fluorine, a Mumbai-based specialty 
chemicals manufacturer, opted for SAP ERP 
to face growing challenges. 


THE company: A leading fluorine and specialty 
chemicals company, Navin Fluorine is part of 
the Arvind Mafatlal group. The company opera- 
tes India's largest integrated fluorochemicals 
complex and has been at the cutting edge of 
the specialty chemicals business since 1967. 


Revenues: Rs 247 crore in 2004-05 


CHALLENGES: 

€ Data integration between its two plants at 
Surat and Dewas was a problem, owing to 
disparate legacy systems. This needed to be 
replaced by an integrated information system 

@ It was important to be efficient in terms of 
knowing inventory levels and where its 
products were being consumed 

@ There was a pressing need to align top-line 
growth with new business models 

@ The foundations of the specialty chemicals 
business needed to be strengthened to 
stand up to global competition 

€ Needed to generate robust, real-time data 
availability 


SoLuriou: SAP R/3 ERP 


IMPLEMENTATION: In two phases. Phase | inclu- 
ded sales & distribution, materials manage- 
ment, finance, etc., and went live in July 2003. 
Phase II included production planning, plant 
maintenance, quality management, costing, 
profitability analysis and asset management, 
and went live in April 2004. 


Wuy SAP: 

* Availability of local support 

è Has a proven track record of providing 
business solutions 

BENEFITS: 

* Real-time data availability across locations 
and departments 

@ SAP contributed more than 1 per cent to 
the topline in the first year itself 

* Able to save more one-and-a-half work- 
days per employee per month 


Future PLANS: Planning to implement busi- 
ness intelligence, data warehousing, human 
resources and payroll systems 


company spoke to each employee separately 
and assuaged their fears. As Mittal says, "Having 
a business solution today is not optional; it's a 
must.” It's time other smes realise that. æ 
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SMALL & MEDIUM BUSINESS 





IT AT PANACEA BIOTEC 





Panacea Biotec, a pharma and biotech 
company, addressed its data integration 
problems with SAP. 


THE couPANa M inufadtures and markets — 
branded ' 


Egatiered | iniormation different 
e n among different 
Mero ipt cot communione 1a 


with implementation partner 
pleted in record time of four months, for MM, 
PP, QM, SD, FI-CO and CIN at 35 locations 


to study solution in details to confirm the 
compliance of solution to the Panacea Biotec 
business process; gaps identified; solution 
acceptance and acceptance of additional 
efforts is done by the client; master data tem- 
plates are discussed by the consulting team 
with the core team 

Reatisation: Design and perform the develop- 





ments and test it. As soon as system was 
configured and tested to satisfaction of con- 
sultants, it was transported to quality client; 
migration of data in the testing environment: 
testing specification preparation and the 
testing was carried out; master data was 
refined and cleaned and prepared for pro- 
ductive system; 

FINAL PREPARATION: Cut over strategy and roll 
out strategy was planned. Accepted solution 
was transported from quality system to pro- 
ductive system. Master data was migrated on 
the productive system; transaction data was 
migrated to the productive system. System 
balance and open items were checked, vali- 
dated and certified 

Go-uve: The company went live with saP on 
June 1, 2005, as per schedule. 

A vPN (Virtual Private Network) was imple- 
mented to give Panacea Biotic secured 
access in-terms of data/network protection. 
Sify was chosen for the implementation, 
which has vpn certification in terms of securi- 
ty accreditation. 

About the benefits that the company 
actually gained, Sandeep Gosain, cio, 
Panacea Biotec, says: “It’s only a month and 
a half since we have gone live with the appli- 
cation, but we can already foresee the busi- 
ness and operational benefits with standard- 
isation of data and the improved access to 
the information for making better business 
decisions.” Gosain further feels that with the 
focus of the company being more on opera- 
tional excellence, it will certainly lead to 
greater competitive edge. @ 





SMALL & MEDIUM BUSINESS 


"Growth Is Key Engine" 


A. Srinivas Rao, Director (SMB), SAP India, speaks about IT imperatives for SMBs. 


What does the market look like for 
small and medium businesses 
(SMBs) today? 

SMBs are the real growth seg- 
ment today. Ever study done 
shows that there is potential for 
highest growth in sues among all 
businesses. If you classify the 
market into categories, the market 
is also growing the fastest for 
small companies. Now, let's relate this to India. 
For example, in the pharma sector, a patent 
regime has come up. This provides an oppor- 
tunity for small pharma companies. Then, small 
auto component manufacturers have an 
opportunity to supply to global auto players. In 
the textiles sector, the removal of quotas has 
given companies the opportunity to expand 
their market share globally. 

What do you see as the challenges that SMBs 
have to overcome? 

If you think about the opportunities before 
SMBS, they are also potential threats. There is a 
need to create business infrastructure to utilise 
this opportunity. If somebody wants growth, 
they need systems to tap that. In our discus- 
sions with over 350 swBs, what came across 
was their desire to grow, and they want solu- 
tions that would support that growth. Growth is 
the key driver. Among their challenges, they will 
have processes that have not grown as fast as 
their business. So, they need best practices, 
which could have to do with global compliance, 
adhering to requirements for global buyers, 
etc. Then, if you want to adapt best practices 
through ERP, you need to have your best peo- 
ple on the project. For a small company, that is 
a major challenge. 

What kind of solutions should SMBs look at? 
They have to look at what is the right-size solu- 
tion for them. It should be scalable, should 
lower TCO, and time taken to implement it 
should be short. 
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What about Rol? 

Rol is important, but it is not the 
real driver. The real driver is 
growth. Even a Rs 10 crore com- 
pany looks at investing 1-2 per cent 
of its turnover in iT. You can't get Ro! 
with that kind of money. Most iT 
investments by smes are driven by 
the need to create an infrastructure 
for growth. Also, you must remem- 
ber that smes don't invest to manage their cur- 
rent business, but to manage growth. 

What are SAP's solutions for SMBs? 

We have brought two solutions for smes. For 
very small enterprises, we have a solution 
called saP Business One. It is a complete solu- 
tion for companies with revenues less than 
Rs 25 crore, and includes production, CRM, 
accounting, etc. The solution costs less than 
Rs 10 lakh, meets all the core requirements of 
the company, and can be implemented in three- 
to-four weeks. Then, we have a specific indus- 
try solution for micro-vertical companies called 
SAP All-In-One. For instance, within the auto 
sector, there would be an auto-components 
micro-vertical. Our solution would be pre-con- 
figured (up to 90 per cent) based on industry 
best practices. This solution costs over Rs 25 
lakh or more (depending on the number of 
users, etc.), and can be implemented in eight- 
to-12 weeks. We have tied up with industry part- 
ners to implement these micro-vertical solu- 
tions. And since these are pre-configured, less 
resources are required by the customer, time 
taken to implement the solution is less, and the 
cost of implementation goes down drastically. 
What are you doing to spread awareness among 
SMBs about the need for IT solutions? 

To make companies more aware, we have 
started talking more about our successes in 
SMBS. Over the last one year, we have publis- 
hed these success stories, educating the cus- 
tomers, making it easier for them to buy. m 
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H baron across ete count apes of the gn now going anion. 
| And given the rising income and shortage of housing, 
these pashas are bound to grow only bigger with time. - 
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The real estate sector is witnessing the emergence of a new breed of 
ambitious developers. Some want to go national, others are going 
international and all of them are competing hard to give the customer 
the very best of homes, offices and malls. sy swat: prasap 


HERE'S A NEW BULL IN THE PROPERTY 

market. Sameer Gehlaut, the 31-year- 

old Chairman and CEO of online stock- 

broking firm IndiaBulls announced his 

grand entry into the Indian real estate sec- 

tor by sewing up two big-ticket deals to 
buy up prime mill lands in space-starved Mumbai. 
The combined price tag: Rs 717 crore. 

Cut to Delhi. The middle-class borough of Kalkaji is 
not where you expect to meet one of the leading realty 
barons of the country. But the four-storey Omaxe 
Constructions' headquarters stands out amid the clutter 
and the congestion. And when you walk into the office 
of Rohtas Goel, Omaxe's Chairman-cum-MD, and glance 
at the wooden flooring, expensive furnishings and a 
snooker table, you get the whiff of new money. 

Ten kilometres away, on the sixth floor of 
Arunachal Building on Barakhamba Road, another 
property baron sits in another opulent office with 
large and expensive idols of Balaji and Shirdi Sai Baba 
everywhere. This is the headquarters of Parsvnath 
Developers. Chairman Pradeep Jain's office has a tape- 
recorder playing Sai Baba mantras around the clock. 
Both Goel and Jain have plenty in common. Both 
had modest starts; the former was a contractor and the 
latter a property broker, who later became a contrac- 
tor. Both were unheard of even three years back. And 
both have turnovers in excess of Rs 300 crore, with 
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projects spread across 12 cities in the country. In 
Hyderabad, there's Pawan Kumar Agrawall, 47, MD, 
Ambience Properties, which has a turnover of around 
Rs 100 crore. Agrawall has footprints in the twin 
cities of Hyderabad and Secunderabad, Vishakapatnam, 
and Tirupati, and is comtemplating projects in Kolkata, 
Bangalore and along the Mumbai-Pune expressway. 
These upstarts are nipping at the heels of established 
biggies like the Hiranandanis in Mumbai, K.P. Singh of 
DLF and the Chandras of Unitech in Delhi, who are also 
in expansion mode. Niranjan Hiranandani, MD of the 
Rs 750-crore Hiranandani Constructions and the man 
behind Powai—Mumbai’s most sprawling and con- 
temporary suburb—is developing a 92-storey project in 
Dubai. Christened 23 Marina, the project is expected 
to offer the ultimate living experience. On completion, 
23 Marina will be the tallest residential complex in the 
world. K.P. Singh, Chairman of the DLF Group, recently 
acquired 17 acres of NTC mill land in Mumbai for 
Rs 702 crore and is expected to build a commercial- 
retail complex there. The Rs 496-crore DLF group is 
working towards a national footprint and has started 
projects in 11 cities, including Kolkata, Chandigarh, 
Chennai, Bangalore, Cochin and Hyderabad. Sanjay 
Chandra, Director of the Rs 623-crore Unitech Ltd, is 
also expanding in a big way. In Kolkata, he is setting up 
the city's largest residential project (10 million square 
feet) at Rajarhat, and a 5 million square feet rr park. 


„páll dd ggg 


» Sameer Gehlaut 


31/ Chairman & CEO/ Indiabulls 


turnover: RS 168 crore 

PROIECTS COMPLETED: Just acquired 
Jupiter Mills and Elphinstone 
Mills in Central Mumbai. 
These mark its debut in 

the realty sector 

PROJECTS IN THE PIPELINE: Jupiter Mills, 
Elphinstone Mills 

project cLass: Commercial 
PROFILE OF BUYERS: Rich 

roorprint: Mumbai 





NDIABULLS PROPERTIES HAS BEEN INVOLVED IN TWO OF THE LARGEST REAL ESTATE DEALS IN INDIAN HISTORY. FIRST, IT ACQUIRED JUPITER 
Mills for Rs 276 crore. Then it bought the 7.8-acre Elphinstone Mills for Rs 441 crore. “We believe that the rentals that 
will accrue with respect to the costs that have been incurred are fully justified,” explains Gagan Banga, Executive 
Director, Indiabulls. He says the company will continue to look at any space that is commercially viable. Residential pro- 


. perty is not on the agenda for the moment, though. With no indication of real estate activity slowing down in central Mumbai, 


this company may just be in the news again. Indiabulls Properties is a 51:49 joint venture between Farallon, a San Francisco- 


based fund manager, and Indiabulls 
KRISHNA GOPALAN 


bt special 


Unitech's footprint spans Bangalore, Pune, Mumbai, 
Hyderabad and Chennai and will soon do smaller cities 
such as Agra, Varanasi and Mohali. The Chandras also 
plan to launch a Rs 1,000-crore property fund called ciG 
Property Fund. *This fund will not only support 
smaller developers financially, but give ideas, build 
relationships and add value to their projects," he says. 

"Most large developers across the country want to 
have a national footprint today," says Anuj Puri, MD, 
Chesterton Meghraj Property Consultants. According to 
Puri, a majority of them aren't particularly keen on tying 
up with foreign companies. *Banks are bending back- 
wards to finance their projects and demand is so high 
that they are sold out, often within moments of their 
launch,” he says. “What do I need FDI (foreign direct 
investment) for?” questions Jain of Parsvnath Dev elopers. 

However, not everyone thinks like Jain. Ravi 
Purvankara, Chairman of the Rs 100-crore Purvankara 
Properties of Bangalore, feels foreign investment is 
the next big thing in real estate. "Foreign firms bring a 
sense of transparency to a market that has a reputation 
for generating black money," he contends. Purvankara 
has formed a 49:51 joint venture, Keppel Purvankara, 
with the Singapore-based Keppel Land. The JV. will 
invest Rs 1,000 crore in two ventures in Bangalore. 
Arun Poddar of the Kolkata-based Rs 200-crore Poddar 
Projects has also tied up with an overseas company for 
a township project in Bardhaman. Says Jugal Khetawat, 
Director of the Kolkata-based Rs 250-crore South 
City Projects: “FDI will bring in more money and also 
result in the inflow of advanced building technologies. 
We have tied up with a foreign company for the 


Niranjan Hiranandani 


39/ Managing Director/ Hiranandani Construction 


a OS = = AR A Eo gab ia alt 
Turnover: Rs 750 crore 

PROJECTS COMPLETED: 30 million square feet 
PROJECTS IN THE PIPELINE: 20 million square feet 
PROJECT CLASS: Residential and commercial 
PROFILE OF BUYERS: Middle class to rich 

FoorPRINT- Mumbai, Dubai 


CHARTERED ACCOUNTANT BY QUALIFICATION, HIRANANDANI 
dabbled in textiles before real estate took over his life 

in 1981. “The sector was then characterised by black 
(money) transactions and uncouth people," he recalls. But 
that didn’t stop him from becoming, arguably, the 
biggest name in the business. He finds it difficult to pin- 
point the big break in his career. “The emergence of trans- 
actions in white (money) or having schools and hospitals 
in townships—every step, in that sense, has been a 
break,” he says. Wonder what the next big one will be? 
KRISHNA GOPALAN 


development of two townships in West Bengal for 
which Expressions of Interest have been invited.” The 
fine print of both proposals is being worked out. 
The reaction to the entry of foreign players may be 
mixed, but intense competition among various players 
is resulting in improved quality and world class facili- 
ties. “The customer is spoilt for choice,” says Sumit 
Dabriwal, Executive Director of the Kolkata-based 
United Credit Belani Group, which is developing a 262- 
acre Rs 1050-crore township just outside Kolkata. 
Chandra will shortly introduce webcams at various 
Unitech project sites so that buyers can monitor the 
progress of the projects from their homes. Apartments 
in Omaxe’s Forest residential complex in Noida will 
each have a 500-square feet bathroom, complete with 
a steam room, jacuzzi, shower cubicle and a massage 
chair. And landscaping a residential complex—adding 
a lake here, a hillock there—is now standard practice. 
The real estate boom is fuelled by the easy availa- 
bility of finance. Last fiscal, HDFC disbursed loans 
worth Rs 86,798 crore to 2.6 million families, informs 
Renu Sud Karnad, Executive Director, HDFC, Quoting 
a Merril Lynch report, Pia Singh, MD, DLF Retail 
Developers and daughter of K.P, Singh says: “The 
real estate sector will add $50 billion (Rs 2,20,000 
crore) to GDP by 2010.” That's great news for develo- 
pers. But fierce competition among these pashas will 
ensure that the consumer will remain the real king. 
ADDITIONAL REPORTING BY 
KRISHNA GOPALAN AND PRIYANKA SANGANI IN 
MUMBAI, RAHUL SACHITANAND IN BANGALORE 
AND E. KUMAR SHARMA IN HYDERABAD 
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Mofatraj P. Munot 


61/ Chairman/ Kalpataru Construction 
delis: oase to P piu iS ^s sc do 


Turnover: RS 250 crore 

PROJECTS COMPLETED: N.A. 

PROJECTS IN THE PIPELINE: 4.5 million square feet 

prosect crass: Residential and commercial 

PROFILE oF Buvens: Middle class to high-income groups 
footprint: Mumbai, Pune 


OFATRAJ P. MUNOT'S ENTRY INTO THE BUSINESS WAS FACILITATED 
by the fact that his uncle was already in the real estate 
space. “I got into the business in 1961 and broke off on my 
own in 1969,” he recalls. The Emergency intervened and he 
relocated to the Middle East. “I learnt a great deal from over- 
seas professionals and understood technology, project scala- 
bility and how to implement turnkey projects,” he informs. 
He also got to work on projects like airports and hospitals 
“where the quality orientation was very strong”. Today, 
his brand name is associated with plush apartments and 
high-quality commercial complexes. Which was his big 
break? “I think it is yet to take place," he says. 
KRISHNA GOPALAN 


Harshavardhan Neotia 


44/ MD/ Bengal Ambuja Housing Development 
piae sso dr- oxi cide ch s alid ior" SSE 


turnover: RS 2,100 crore (Rs 2,000 crore from cement) 
PROJECTS COMPLETED: 3 Million square feet 

PROJECTS IN THE PIPELINE: 3 million feet 

project cass: Residential and commercial 

prorite or Buvers: Middle class to high-income groups 
coorprint. Kolkata, Durgapur, Siliguri, Shantiniketan 


Hs NEOTIA PIONEERED THE CONCEPT OF PUBLIC-PRIVATE 
partnership in the housing industry, when he undertook 
the Udayan project on a 25-acre plot on Kolkata's Eastern 
Metropolitan Bypass in 1994. The project had three segments 
(for high income buyers, middle income buyers and low 
income buyers) and the profits from the first were used to par- 
tially subsidise the latter two. This model has now become the 
industry-norm in West Bengal and is even being replicated in 
other states. Since then, Neotia has promoted a number of 
residential and commercial projects. 

ARNAB MITRA 





Sanjay Chandra 


33/ Director/ Unitech 





turnover: RS 623 crore 

projects comptereo: 40 million square feet 

PROJECTS IN THE PIPELINE: 25 million square feet 

project cass: Residential and commercial 

PROFILE OF BUYERS: High-income groups 

roorprint: Delhi, Gurgaon, Greater Noida, Noida, Kolkata, Chennai, 
Bangalore, Pune, Mumbai, Hyderabad, Agra, Varanasi and Mohali 


N MBA FROM BOSTON UNIVERSITY, SANJAY CHANDRA IS QUITE 
different from his peers in the industry “Real estate 
development is a passion with me," says Chandra, adding that 
he's mainly focussed on residential projects and IT parks 
“We have been growing at 40 per cent every year and | want 
to maintain that growth," he says. The project that is closest to 
Chandra's heart is the 300-acre Karma Lakelands in Gurgaon, 
which will have 300 homes built around a golf course. Unitech 
is also building the largest mall in the country at Entertainment 
City in Noida. Spread across 142 acres, it will also have an 

amusement park and will be completed in 2009. 
SWAT! PRASAD 
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Rohtas Goel 


42/ Chairman & Managing Director/ Omaxe Construction 


TURNOVER: Rs 450 crore 

PROJECTS COMPLETED: 1.5 million square feet 

PROJECTS IN THE PIPELINE: 6 million square feet 

PROJECT CLASS: Condominiums, townships, Specialty malls 
PROFILE OF BUYERS: Middle class to very rich 

Footprint: Palwal, Rohtak, Raipur, Faridabad, Kundli, 
Noida, Gurgaon, Delhi, Greater Noida, Agra, Lucknow, 
Patiala, Ludhiana, Amritsar. Sonepat, Jaipur 


HE ANOTHER CONTRACTOR WHO MADE IT BIG. ROHTAS GOEL 
started Omaxe Construction in 1987. Today, it is pre- 
sent in the National Capital Region and 12 cities. Goel is set- 
ting up townships in Lucknow, Sonepat and Kundli; wedding 
malls (wedding halls and shops selling trosseau's and the like) 
in Agra and Patiala; malls in Ludhiana and Amritsar; and a 
group housing complex in Faridabad. His first big project was 
Omaxe Executive Floors in Gurgaon in 2000. Why this 
fascination with small towns? "If Mumbai can have Navi 
Mumbai, Delhi can have New Delhi, then why can't Agra 
have a New Agra, or Jaipur a New Jaipur?" he responds. 
SWATI PRASAD 


Kushal Pal Singh 

74/ Chairman/ DLF Group 

TURNOVER: RS 496 crore 

PROJECTS COMPLETED: 29.5 million square feet 
PROJECTS IN THE PIPELINE: 51 million feet 
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Pradeep Jain 


42/ Chairman/ Parsvnath Developers 
—á m a aie 


TURNOVER: RS 306.85 crore 

PROJECTS COMPLETED: 7 million square feet 

PROJECTS IN THE PIPELINE: 40 million square feet 

PROJECT CLASS: Apartments, penthouses, bungalows, 

plots, malls and shopping arcades 

PROFILE OF BUYERS: Lower middle class to high-income group: 
Footprint: Delhi, Noida, Greater Noida, Ghaziabad, Mohan 

Nagar, Moradabad, Saharanpur, Gurgaon, Kochi, Faridabz 
Bangalore, Chandigarh, Jaipur, Sonepat, Agra and others 


RADEEP JAIN STARTED OUT AS A SMALL-TIME PROPERTY BROKER 
to the Ansals at the age of 19. His first residential project: 
Parsvnath Estate (Greater Noida) in 2001. Today, Parsvnath 
is developing projects worth Rs 8,000 crore in 21 cities and 
towns across the country. His target: sales of Rs 800 crore 
this fiscal and Rs 2,300 crore by 2010. Jain, who bid Rs 621 
crore for the NTC mill land that DLF bought for Rs 702 crore, 
is keen on entering the Mumbai property market and is 
participating in all the bids for mill lands. He has also bid for 
projects in Mauritius, Singapore and Sri Lanka. 
SWATI PRASAD 





PROJECT CLASS: Townships, condominiums, row houses, penthouses, 


bungalows, IT parks, office complexes and malls 
PROFILE OF BUYERS: High-income groups 
Footprint: Delhi, Gurgaon, Chandigarh, Kolkata, Pune, 


Bangalore, Chennai, Kochi, Hyderabad, Ludhiana, Jallandar. 
Noida, Mumbai. Plans to enter Lucknow shortly 


PAL SINGH, 


THE MAN BEHIND GURGAON, MADE HEADLINES 


USHAL F 
Koo when he made an entry into the Mumbai property market 
by acquiring 17 acres of NTC mill land in the heart of the metropolis 
for a whopping Rs 702 crore “We want to have a national footprint,” 


says Singh, who is reputedly the richest realtor in the country tod 


lay. The 


net asset base of the DLF Group is Rs 15,000-20,000 crore. DLF has 
recently launched IT Parks in Chandigarh and Kolkata, and will soon 


be entering Chennai, Hyderabad. Bangalore and Pune. 
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Oracle Applications 


POSCO expects to save 
$120 million each year using 
Oracle E-Business Suite 
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The world's most profitable steel maker and 
the single largest foreign direct investor 
in India runs Oracle E-Business Suite 
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LAR S E SIN 


THE HOTTEST CLUSTERS IN INDIA 


A profile of some of the country's most happening real estate destinations. 


GURGAON 

The country's business process out- 
sourcing capital is getting bigger with 
; more projects coming up around the 
ge; Gurgaon-Sohna road. Over the next 
yr; three years, Gurgaon will see more IT 
; parks and luxury residential projects. 
Work on NH-8 is on in full-swing 
and will reduce travel time to Delhi. 


NOIDA 

It will have the country's largest mall 
by 2009—The Great India Place— 
being constructed by Unitech. Several 
high-end projects, including Omaxe 
Constructions' Forest, are also com- 
ing up in Noida. The Delhi-Noida- 
Delhi toll road has brought down 
travel time considerably. 


GREATER NOIDA 

More affordable than Gurgaon, 
Greater Noida is seeing hectic cons- 
truction activity—luxury residential 
projects, besides middle-class con- 
dos, malls and commercial com- 
plexes. There is a proposal to build 
an international airport and extend 
the Delhi Metro here. 


INDIRAPURAM IN THE NCR 

A middle-class haven, Indirapuram is 
situated in Ghaziabad and is very 
close to Noida. Today, 20-odd 
builders are building projects there 
and four to five large malls are 
coming up. It's only 30 minutes from 
Connaught Place and it's far more 
affordable than Gurgaon and Noida. 


MILL LANDS IN MUMBAI 

. The former textile mills are the hottest 
real estate spots. Situated in central 
Mumbai, these lands have been in 
the news ever since DLF paid 
Rs 702 crore for 17 acres here. Jupiter 
Mills in Dadar fetched Rs 276 crore. 
Bombay Dyeing is sitting on 70 acres 
which it proposes to develop soon. 


|. RAJARHAT IN KOLKATA 


The West Bengal government is 
developing an entire city from scratch 


“=... here. Land is being parcelled out to 


big developers like Unitech, Bengal 
Ambuja and Peerless, who have 
already built or are in the process of 
building, residential complexes, shop- 
ping malls and IT parks. 


EMB IN KOLKATA 

There's massive construction activ- 
ity taking place along this expressway 
that many believe will become another 
Chowringhee in future. Two 5-star 
hotels have already come up. Several 
big schools, hospitals, malls, offices 
and housing complexes are also at 
various stages of completion. 


BANGALORE 4 

Jaya Prakash Nagar and Whitefield 
are witnessing a boom in construc- 
tion activity. Most major builders 
have undertaken large projects in 
these two areas. Once completed, 


they will add several million square 4 


feet of commercial and residential 
space to the city. 


CHENNAI 

There’s real action on Old 
Mahabalipuram Road, where over 
14 million square feet of space is 
being developed. Arihant has pur- 
chased 100 acres here for a massive 
residential-cum-commercial project. 
Land prices here have appreciated 
to Rs 2-5 crore per acre. 


HYDERABAD 

Gachibowli, Nanakramguda and 
Kondapur are the most happening 
areas in Hyderabad. The infrastructure 
in these areas is being beefed up 


and many IT companies have set up | 


shop here, Medchal Road and 


Kompally, along NH-7, are also == 


expected to become hot. 


PUNE 

BPOs like MSource and popular pubs 
and multiplexes like Adlabs are 
making sure they have a presence in 
Kalyani Nagar. Baner is also seeing a 
lot of construction activity, but these 
are mainly residential projects. Several 
residential colonies are also coming 
up in Wakad. 


POWAI 

Powai is witnessing hectic construc- 
tion activity. The Hiranandani and 
the Rahejas have large projects here. 
Though it is not the best located 
suburb in Mumbai, a host of corpo- 
rates like Colgate, Bayer and Chemtex 
have shifted office there. However it is 
still essentially a residential hub. 
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FOWEF. BF ANDS 


abies love to lick 
their plates. 


So what did you 
wash the dishes with? 





Home. It's the one place that you need to protect completely against germs and infection, Especially so when there are growing 
children at home. But however careful one may be as a mother, there are some places and surfaces that escape our attention. 

For instance, while we may take enormous care to cook in the most hygienic and safe way, we seldom stop to consider if the 
detergents we use to wash our dishes are safe. Dishwashing powders and liquids tend to leave behind some residue. Do ensure 
that the dish washing liquid you use contains only food-safe ingredients. Among the brands available in the market, Amway is 





known to use only food grade ingredients, besides Aloe Vera to keep your hands soft and smooth. 


Will you let your baby eat off the floor? 


When your child starts crawling, he is easy prey for germs. 
It is essential that you are careful in the choice of floor 
cleaners. Strong and toxic ingredients in your floor cleaner 
could be a health hazard for your child. Currently, the 
Amway range of floor cleaners is the only one that uses 
5 times filtered water, making it eminently safe for your 
home. All Amway household products undergo rigorous 
testing at every stage of manufacture, making them safe for 
household consumption. 


How toxic is your personal environment? 


We all understand the importance of natural ingredients in 
the food we ingest and the household care items we use. 
Yet, how carefully do we choose our products? 

The usage of pesticides and harmful chemicals takes away 
from the nutritional value of food, besides increasing the 
toxic levels in our bodies. 

We are all aware that whole-plant foods offer a wide range 
of advantages. Fresh, whole plants are teeming with 
nutrients that are so essential for optimal health. Amway 
nutritional supplements are made from sustainable, 
chemical-free methods so that the intrinsic food value of 
the plants remains intact. The ingredients used in 





Amway’s nutritional supplements range are grown on 
7000 acres of organic farms where earthworms till the soil 
and ladybugs kill pests. 

Amway also shuns the use of synthetic flavours and 
extracts in its Artistry range. Amway's Artistry products 
contain all-natural ingredients that are not just skin- 
friendly but eco-friendly as well. The range has been 
designed to take away the effects of pollution and aging, 
restoring and nourishing your skin. Manufactured in 
Amway's own manufacturing plant, they adhere to the 
strictest hygiene guidelines and come with a 100% 
satisfaction guarantee. 








Ravi Purvankara 


48/ Chairman/ Purvankara Projects 


turnover: RS 100 crore 

PROJECTS COMPLETED: 25 million square feet 

PROJECTS IN THE PIPELINE: 15 million square feet 

PROJECT CLASS: Residential and commercial 

PROFILE OF BUYERS: Upper middle class for residential, and 
MNCs and large corporates for commerical properties 
Footprint: Bangalore, Chennai and Dubai. 


R^ PURVANKARA IS AN INHERITOR WHO MADE GOOD. THE TURNING 
point of his career came when he shifted base from Mumbai 
to Bangalore in 1987. The project: the 600-apartment Purva Park 
in the heart of Bangalore. "There were very few large residential 
buildings back then," reminisces Purvankara, who sells 250- 
300 apartments a month. He is among the first to tie up with 
an overseas developer. Commenting on the 7-hectare property 
he's promoting with the Singapore-based Keppel Land, he 
says: "Foreign firms bring a sense of transparency to a mar- 
ket that has a bad reputation for slush money and underhand 
deals." Purvankara is well entrenched in Dubai and is also 
considering projects in Colombo. 

RAHUL SACHITANAND 


C.L. Raheja 


64/ Chairman/ K. Raheja Corp 


TURNOVER: N.A. 


PROJECTS COMPLETED: About 15 million square feet 
PROJECTS IN THE PIPELINE: 2 million square feet 

PROJECT CLASS: Commercial and residential 

PROFILE OF BUYERS: Middle class to high-income groups 
Footprint: Mumbai, Pune, Chennai and Bangalore 
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Chennai and Bangalore, the group is a name to reckon 
with in both residential and commercial properties. Names 
such as Mindspace (which is spread over a sprawling 8 mil- 
lion square feet), and Raheja Vihar in Mumbai and Raheja 
Towers in Chennai and Bangalore are well-known estab- 
lishments. C.L. Raheja is the current head of the group. His 
office said he would not meet Business Today for this article. 


SOUMIK KAR 
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Dharmesh Jain 


37/ Chairman & Managing Director/ Nirmal Group 





TURNOVER: NA. 

PROJECTS COMPLETED: 3 million square feet 

PROJECTS IN THE PIPELINE: 15 million square feet 

PROJECT CLASS: Commercial and residential 

PROFILE OF BUYERS: Middle class to high-income groups 
Footprint: Mumbai 


HARMESH JAIN IS NOT JOKING WHEN HE SAYS HE VISITS 
his sites sometimes at 4 a.m. Real estate was 
a childhood passion. “The biggest kick about being 
in the business is that you see every part of your 
dream unfold,” he says. The Nirmal Group has 
been inexistence for 30 years and Jain entered the 
business straight after college in 1988. His dream: 
to make Mulund the best suburb in India. The 
turning point: Nirmal Lifestyle, the country's largest 
mall. His current passion is a 5-star hotel he is 
constructing in Mumbai. “It will be ready in the 
next three years,” he says. 
KRISHNA GOPALAN 


UIET AND EFFICIENT’ IS AN APPROPRIATE DESCRIPTION FOR THE 
K. Raheja Corp. with a presence in Mumbai, Pune, 
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The opportunity before business schools today is to create a new cadre 
of management professionals who can understand the new dynamics of 


MBA 


2 Year, Full-time Program 


2006-08 


global business environment within a framework of business ethics and 





corporate governance. It is with this view the ICFAI Business School, 
offers the two year full-time MBA Program with different areas of 
specialization. Within a few years, IBS has grown to on impressive size 
ond achieved wide-spread recognition from industry, academic circles and 
professional bodies. In recent surveys of B-Schools, IBS has been ranked 
among the top B-Schools in India. IBS alumni, numbering over 7200 
are currently pursuing fast-track careers with over 750 blue-chip 
organizations in India and abroad. 











The MBA Program of IBS is designed to provide contemporary knowledge 
and skills, both functional and integrative, in the field of management 
with emphasis on leadership, entrepreneurship, ethics and governance 






IBS Aptitude Test (IBSAT) 2005: 
December 18, 2005 (Sunday) at 200 Test Centers all over India 


For IBSAT Bulletin (Rs. 200) and details, please contact: 
Campus Programs Admissions Department, 
ICFAI, 45, Nagarjuna Hills, Punjagutta, 
Hyderabad - 500082. Tel :040-23435328-30 
Fax:040-23435347/48. Email:cpadhq@icfai.org 












BUSINESS SCHOOL | 
www. ibsindia.org 
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Anand Mahindra 


50/ Chairman/ Mahindra Gesco Developers 


TURNOVER: RS 93 crore 

PROJECTS COMPLETED: 8 (Sizes not available) 

PROJECTS IN THE PIPELINE: Over 12 (Sizes not available) 
PROJECT CLASS: Residential and commercial 

PROFILE OF BUYERS: Middle class to high-income groups 
Footprint: Mumbai, Pune and Delhi 


AHINDRA REALTY & INFRASTRUCTURE DEVELOPERS 
Limited, a wholly-owned subsidiary of M&M, 
joined hands with Gesco Corporation, originally the pro- 
perty division of Great Eastern Shipping, to form 
Mahindra Gesco Developers. Today its projects are 
spread across Mumbai, Delhi and Pune, and in most 
cases bear "The Great Eastern" or the "Mahindra" 
brand names. Mahindra Gesco has a good mix of 
residential and commercial projects. Some of its better 
known projects are Mahindra Heights and Mahindra 
Gardens and The Great Eastern Centre in Mumbai, and 

The Great Eastern Plaza in Pune. 
KRISHNA GOPALAN 





run Paddar TURNOVER: Rs 200 crore 
Arun roddal PROJECTS COMPLETED: 4 million 
94/ Chairman/ Poddar Projects square feet 


PROJECTS IN THE PIPELINE: 4 million 

square feet 

PROJECT CLASS: Commercial and residential 
PROFILE OF BUYERS: Lower middle, middle 
and upper middle class 

Footprint: Kolkata, Bardhaman 


RUN PODDAR PIONEERED THE CONCEPT OF BIG 
ticket suburban projects in Kolkata. In 
order to entice buyers, he devised a unique 
scheme: he offered to refund the entire 
cost of the flat after 30 years and even 
bought and endorsed Indira Vikas Patras in 
the names of flat buyers. “Most people 
cashed out early," he laughs. His other 
innovations: windmills for pumping water, 
clinics and Calcutta School of Music 
branches at some of his properties. “It costs 
Rs 10 per person to provide these facilities, 
but they make a middle class person’s life 

that much easier,” he says. 
ARNAB MITRA 


DEEPAK G. PAWAR 


Sushil Ansal 


66/ Chairman/ Ansal Properties & Infrastructure 


turnover: Rs 350 crore 

prosects compLeTED: 15 million square feet 

PROJECTS IN THE PIPELINE: 10 million square feet 

prouect crass: Townships, apartments, penthouses, bungalows, farm houses, 
hotels, multiplexes, shopping malls, educational institutions and hospitals 
PnoriLE or Buvers: Middle to upper middle class 

roorprint: Gurgaon, Greater Noida, Delhi, Ghaziabad, Kundli and Sonepat 


ST ANSAL IS THE MAN BEHIND SEVERAL HIGH-RISE OFFICE COMPLEXES, CINEMA HALLS, 
shopping malls, colonies and apartments in Delhi. Ansal Plaza in south Delhi 
was the first state-of-the-art mall in the country. Now, Ansal is building 12 Ansal 
Plazas across north India. The Ansal Properties Group is also getting into tier-Il cities 
like Kundli, Sonepat, Panipat, Ludhiana, Jallandar, Bhatinda, Mohali, Jaipur, 
Jodhpur, Meerut and Lucknow in a big way. “Kundli will be the Gurgaon of north 
Delhi," says Ansal. He is also working on a new concept—service apartments in malls. 
“| expect these to be very popular, since these apartments will be close to restau- 
rants, shopping malls and bars," says Ansal. He also wants to take the company 
global by tying up with a developer overseas. The Ansals have developed proper- 
ties in the CIS, Iraq, Thailand, Vietnam, Myanmar and Bangladesh. 

SWATI PRASAD 
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Irfan Razack 


52/ Director/ Prestige Group 





TURNOVER: Rs 250 crore 

PROJECTS COMPLETED: 6.35 million square feet 

PROJECTS IN THE PIPELINE: 2.65 million square feet 

prouect class: Single family residences, apartments, villas, 
row houses, software campuses and retail facilities 
PROFILE oF Buyers: Middle class to high-income groups 
roorprint: Bangalore, Chennai and Hyderabad 





ROM HUMBLE BEGINNINGS IN THE TEXTILE BUSINESS, THE RAZACK 
brothers, Irfan and Rezwan, have built a Rs 250-crore 
realty business. The Razacks have seen Bangalore morph from 
just another town in south India to the bustling technopolis it 
is today. Their creations include marquee names in Bangalore 
such as the Forum Mall, Angasana Spa and UB City. The group 
is also expanding rapidly in Chennai and Hyderabad. Irfan is 
now expanding into construction-related areas such as property 
and construction management, which aims to provide a slew 
of support services for buyers, ranging from power supply, pay- 

ment of bills and maintenance of common infrastructure. 
RAHUL SACHITANAND 


C. Subba Reddy 


50/ Managing Director/ Ceebros Property Development 





turnover: RS 125 crore 

PROJECTS COMPLETED: 3 million square feet 

PROJECTS IN THE PIPELINE: 6 million square feet 

PROJECT Cass: Residential apartments 

PnoriLE or Buyers: Middle class to high-income groups 
Footprint: Chennai. Plans foray in other southern cities 
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C SUBBA REDDY STARTED WITH SMALL PROJECTS AROUND CHENNAI 
and gradually built up his Rs 125-crore business over the 
last 27 years. "I perceived the need for high-quality compact 
apartments in Chennai and decided to focus on that segment,’ 
he says. Rather than any single project, Reddy claims close 
contacts with clients (including one family, of which three gene 
rations bought flats from him) is the reason behind his success 
Reddy has now entered the hospitality industry with a Rs 40 
crore, 110-room 5-star hotel called Rain Tree. "We are also 
getting into the promotion of townships, schools, hospitals, 
auditoriums and IT parks," he says 

RAHUL SACHITANANI 
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India's leading architects are redefining the country's 


had several undesirable side effects. 

One such is the number of ugly buil- 
dings that now dot the country's big 
Cities and smaller towns. "Beautiful 
architecture has traditionally been India's 
forte. Unfortunately, we have moved 
away from our tradition of creating beau- 
tiful and imaginative structures,” says 
Dulal Mukherjee of Dulal Mukherjee 


SOUMIK KAR 


| NDIA'S ILL-FATED TRYST WITH SOCIALISM 





Associates, a Kolkata-based architecture 
firm. But this trend is changing. Greater 
exposure to the outside world, more dis- 
cerning buyers with deep pockets, easy 
access to home loans and big ticket 
projects are once again changing the 
character of our cities. 

Today, many architects like Charles 
Correa, Hafeez Contractor, Nitin Killawala 
and Mukherjee have become brand 
names. Their projects combine aesthe- 
tics with functionality and focus on 
extensive landscaping, natural lighting 
and cross ventilation and community 
and infrastructural facilities. 

Ace architect Hafeez Contractor, 
who has projects underway all over the 
country, was poor at studies and had 
decided to join the Indian Army. Had his 
aunt not torn up his selection letter, 
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India would have been denied the fabu- 
lous residential complexes he designed 
in Powai and Thane in Mumbai and 
DLF City in Gurgaon. Contractor's sig- 
nature: to cater to functionality and mar- 
ket requirements. 

Sanjay Puri, who started out as 
Contractor's understudy, branched out on 
his own in the early 1990s and today has 
completed over 300 projects, accounting 
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Brand names all: (From left to right) Hafeez Contractor, Sanjay Puri and Nitin Killawalla 


for over 30 million square feet. His firm, 
Sanjay Puri Architects, focusses on retail 
malls and is working on 13 such projects 
across the country. “People used to talk 
of minimalism a few years ago. 
Eventually, everything began looking the 
same,” he adds. His prized project: Amby 
Valley business and leisure centre. 

Nitin Killawalla, with over 300 pro- 
jects under his belt, is another architect 
who is redefining India’s urban skyline. 
"| don't go by fads. To me, functionality 
is most important. Any design should be 
contemporary and user-friendly. At the 
end of the day, the consumer should be 
happy," he says. His great regret: in 
Mumbai, one is expected to "follow the 
rules" of the game. "It is easier to pro- 
duce good architecture in Hyderabad 
and Bangalore," he feels. 


urban skyline. BY SWATI PRASAD AND KRISHNA GOPALAN - 


Several foreign architects, too, have 


entered the Indian market. The DLF 


Group has retained US-based architect 
Jon Adams Jerde to design its upcoming 
malls in Noida and Gurgaon. Jerde won 
world renown for his work on conserving 


the Sphinx at Giza in 1990 and for his 


innovative designs for the 1984 Los 


Angeles Olympics. Using an easily — 


assembled “kit” of banners, tenting, giant 





Canvas stars and light-weight structures 
reminiscent of a medieval jousting tour- 
nament, Jerde tied together 75 disparate 
Olympic sites scattered throughout Los 
Angeles. He also designed the Horton 
Plaza in Los Angeles that revolutionised the 
concept of a shopping mall. 

“Foreign architects have expertise 
in advanced construction technologies, so 
there is a lot we can learn from them. 
And it will be very welcome if global 
greats like Sir Norman Foster, Frank 
Gehry and Richard Meyer design signa- 
ture buildings for and in India. But we 
need to get out of the notion that foreign 
architects by definition are great," says 
Mukherjee. 

True. But as numerous 
buildings show, Indian architecture is 
once again coming into its own. 


SHAMIK BANERJEE 





Lalit Kumar Jain 


42/ CMD/ Kumar Builders 





turnover: Rs 100 crore 
PROJECTS COMPLETED: 

10 million square feet 
PROJECTS IN THE PIPELINE: 

3 million square feet 
PROJECT CLASS: Residential, 
commercial, office spaces, 
IT parks and multiplexes 
PROFILE OF BUYERS: Middle class to 
high-income groups 
Footprint: Pune, Mumbai - 
and Bangalore 


E INHERITED HIS COMPANY FROM HIS 
father, but Lalitkumar Jain was 
instrumental in making it one of Pune's 
largest real estate promoters. Over the 
years, he has sold properties to 13,000 
customers in Pune and is now expanding 
to Mumbai and Bangalore. His forth- 
coming projects range from residential 
and office spaces to multiplexes, retail 
outlets and IT Parks. Commenting on 
the fads that keep changing every few 
years, Jain feels that what starts out as 
a fad very often ends up being a 
necessity a few years down the line. 
His goal: to live up to his company's 

tagline—We build trust. 
PRIYANKA SANGANI 
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Pawan Kumar Agrawall 


41/ Managing Director/ Ambience Properties 


turnover: Rs 100 crore 

PROJECTS COMPLETED: | million square feet 

PROJECTS IN THE PIPELINE: 3 million square feet 

PROJECT CLASS: Independent houses, row houses and commercial complexes 
PROFILE OF BUYERS: High-income groups 

Footprint: Hyderabad, Secunderabad, Pune-Mumbai expressway, Kolkata, 
Bangalore, Tirupati and Visakhapatnam 


A FOR SWAPNALOK, A SHOPPING-CUM-COMMERCIAL COMPLEX, IN SECUNDERABAD AND 
chances are that nine out of 10 people will guide you to S.D. Road where it 
has been in existence since 1987. Taking off from this first project, Pawan 
Kumar Agrawall has come a long way. Another project, Whisper Valley, near the 
tony Jubilee Hills area of Hyderabad, is another landmark. In the pipeline is a mega 
residential township project on the Pune-Mumbai Express Highway comprising 
1,750 independent villas and town houses, 1,800 apartment units, club houses, 
recreation facilities, a super speciality hospital, an international school and a shop- 
ping mall. He also has projects on hand in Kolkata, Visakhapatnam and Tirupati. 


E. KUMAR SHARMA 
PN.C. Menon 


57/ Chairman/ The Sobha Group 


turnover: Rs 1,000 crore 

PROJECTS coMPLETED- 6 million square feet 
PROJECTS IN THE PIPELINE: 8 million square feet 
PROJECT CLASS: Townships, condomimiums, 
town houses, row houses, bungalows, 
offices, IT parks, malls 

PROFILE oF BUYERS: Middle class to very rich 
Footprint: Bangalore. Planning to expand to 
eight cities across the country by 2009 


DEEPAK G. PAWAR 





N 1976, A 28-YEAR-OLD SMALL-TIME INTERIOR DECORATOR FROM KERALA LANDED IN 
Muscat with Rs 50 in his pocket and dreams of making it big. “| remember dri- 
ving around in a non-air-conditioned pick-up truck (in 50 degrees Celsius heat) 
because | couldn't afford a vehicle with an AC," says Menon. But his luck tumed 
and he soon became a big building contractor. In: 1993, he decided to foray into 
his motherland. "Bangalore was then just taking off and we decided to operate from 
here," he says. Today Sobha builds annually six million square feet of residential and 

commercial space every year. The boy from Kerala has come a long way. Œ 
VENKATESHA BABU 
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The rolling hills of Munnar: KDHP's participatory management model is unique in a state riddled with labour unrest 


 Gnt On The 
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When close to 12,000 
employees pool in a little over 
Rs 10 crore to take ownership 
of a business that's awash in 
red ink, there can't be any 
looking back. On the 17 tea 
estates of Kanan Devan Hills 
Plantations down south, a 
unique and spectacular 
turnaround might just be under 
Way. BY BRIAN CARVALHO 


UNISWAMY, SASIKALA, RAMALAXMI AND 
Mahalaxmi are four shareholders of 
Kanan Devan Hills Plantations 
Company (KDHP Co), a conglome- 
ration of 17 tea estates scattered 
across 23,784 hectares of plantation land on the 
green rolling hills of Munnar in Kerala. Like any 
shareholder at any corporate entity, these four small 
investors are part-owners of the private limited com- 
pany they’ve invested in, and stand to gain their 
respective share of profits generated, via dividends. 

Unlike most common shareholders, Muniswamy, 
Sasikala, Ramalaxmi and Mahalaxmi have a repre- 
sentation on the management and in the operations 
of KDHP Co, and can actually contribute to decision- 
making. 

Unlike most common shareholders, Muniswamy 
and company are also employees of KDHP— they're 
just four of the 11,400-odd field workers who pluck 
away daily in the tea plantations on Munnar's High 
Range, earning on an average a little over Rs 2,000 
per month in wages (excluding a host of benefits 
like free housing, free medical aid for family, bonus, 


gratuity and free primary schooling). Green fingers: Both worker and land productivity have gone up 


High Range 


AUGUST 14 
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Unlike most employees of India Inc., a little over 97 
per cent of the 12,000-strong workforce at kbHP— 
including field workers, staff and management—have 
taken the gamble of their lives; they are contributing 74 
per cent of the Rs 13.5 crore subscribed equity capital 
of KDHP Company Private Ltd, a tea-producing business 
that showed a loss of Rs 9.6 crore last year, when it was 
a division of Tata Tea. 

Registered on March 15 and commencing opera- 
tions on April 1, following Tata Tea's decision to exit 
the losing plantations business (Tata Tea now holds just 
19 per cent of the equity), each of these former Tata 
employees has on an average invested Rs 3,280 for 328 
shares of KbHP Co. Other than the field workers, the 
employees include the 600-strong staff, like 
Management Assistants S. Selvaraj and S. Gurudas, 
who take home a monthly salary of Rs 7,000. An 
upbeat Selvaraj has mopped up 30,000 shares, risking 
Rs 3 lakh in the collective endeavour to turn around the 
plantations’ business. The commitments get larger on 
the upper rungs of the ladder at kbHP House, the reg- 
istered office of the company. For instance, 35-year-old 
Chaco P. Thomas, Head, Non-Tea Operations, who's 
worked for 13 years at the Tata Tea plantations, has 
pitched in with Rs 11 lakh. And then there's Mp T.V. 
Alexander, probably the biggest reason for the workers 
agreeing to this extraordinary game plan: He's 
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contributing Rs 20 lakh to the capital base of KDHP Co. 

Welcome to arguably the world's most unique 
model of participatory management, inimitable not 
just because of its elements, but also because of its 
sheer audacity, the incredible intensity of employee- 
commitment it elicits, and the high risk it comes 
with— which is only lower than the levels of confidence 
visible on the faces on Munnar's High Range. *Our 
hard work will make a difference. We will get a return 
on the money we've invested in the first year itself,” says 
Sasikala in Tamil, a field worker at the Chokanad fac- 
tory on one of the estates (most of the workers are 
fourth-generation Tamilians, since Munnar in the pre- 
Independence era was accessible only from Tamil 
Nadu; this prompted the British to make it mandatory 
for every planter to learn the Tamil language). Adds 
Selvaraj: “It’s the same team (all ex-Tata Tea), only the 
sense of ownership is more now. Our expectation is that 
in five years, Rs 10 will become Rs 100." (The shares 
have a three-year lock-in, after which they can be sold 


"KDHP's model is the best option for the workers. They get to keep 
their jobs at a time when elsewhere tea gardens are closing down" 
T. V. Alexander/ Managing Director/ KDHP Company 


to other employees.) 

That may well happen, but it won't be a breeze. To 
be sure, the choice of the participatory management 
model wasn't made because of the romantic or utopian 
connotations that come along with it. Rather, in many 
ways it's the final roll of the dice for kpHr, which 
operates in an industry that’s buffeted by oversupply, the 
lack of pricing power, as well as poor land and labour 
productivity. “It’s the best, and only, option for the 
workers: They get to keep their jobs, and continue to 
get the same benefits, at a time when tea gardens are 
closing down one after the other," points out Alexan- 
der, a veteran of over three decades at KDHP, even 
before the Tatas bought into the plantations from its 
English owners in the mid-seventies. 

The Tatas, for their part, had their strategic reasons 
for exiting the plantations, which have run into losses 
for four straight years, 2000 onwards. *The model 
of an integrated tea company isn't right for us at a time 
when consumers are redefining ingredient require- 
ment almost on an overnight basis," reasons Percy 
Siganporia, MD, Tata Tea. “If we have to grow our 
branded business, we needed to find a solution to the 
plantations’ business.” 

The most obvious solution would have been an 
outright sale, but since the estates are sprawled over con- 
cessional land, its value would be lower than that of 


freehold land (the original deal for the estates dates back 
to 1877 when the Poonjar chief gave a grant of 1.4 lakh 
acres to an Englishman for agricultural purposes for a 
princely down payment of Rs 5,000 and an annual fee 
of Rs 3,000). But as Alexander points out, for the 
Tatas, two concerns larger than the valuation were the 
welfare of the workers and the fragile eco-system. 
*We had our doubts whether a new owner would 
have those priorities." 

A second way out was a cooperative model, but a 
three-month trial on one of the estates didn't work, with 
productivity and quality both falling. Perhaps a com- 
bination of desperation and ingenuity resulted in the 
workers themselves propounding the participatory 
model. In February 2004, a small group was constituted 
at KDHP to take this idea forward. When Siganporia visi- 
ted Munnar, the proposal of an employee buyout was 
thrown at him. The MD, in turn, took the idea up to the 
board, to Director N.A. Soonawala and Vice Chairman 
R.K. Krishna Kumar, who duly gave the go-ahead. 
KDHP Co was on its way. 

Even the unions are upbeat, which is nothing short 
of miraculous in a state riddled with labour unrest 
and in an industry notorious for striking workers. “I am 
happy for three reasons: Continuous employment is 
guaranteed, the industry survives, and employees can 
now look forward to returns," grins R. Kuppuswamy, 
President since 1956 of the INTUC-affiliated South 
Indian Plantation Workers' Union. 

Workers, staff, management, unions—and even 
the local politicians—exuding such optimism in the face 
of such Herculean adversity could make you wonder 
whether it's one big delusion (fuelled perhaps by the lan- 
guid use of a particular weed that sprouts liberally on 
Munnar turf). After all, here is a business that's been 
reeling under losses for four years now—a business that 
even the house of Tatas was unsuccessful at bringing to 
heel. What's more, not much has changed since the 


Staff members, (from L to R) Nair, Gurudas, Selvaraj and Abraham: The team is the 


same, only the sense of ownership is more 








Field workers (R to L) Muniswamy, Sasikala, Ramalaxmi 
and Mahalaxmi: They have bought over 300 shares eacl 
and expect returns in the first year itself 


Tatas drove out of the High Range—the workers arc 
the same, as is the management, as is the dismal state of 
the tea plantations industry. Just how is KDHP going to 
sail into the black, and dole out dividends to employees 
even as it begins to wipe out its huge debt? The plan- 
tations have been valued at Rs 68 crore, with ICK 
Bank providing a primary loan of Rs 25 crore and 
Tata Tea pitching in with a subordinated loan of Rs 35 
crore. (ICICI Bank has provided a first-year mortarium, 
after which KDHP begins paying back at 8.5 per cent; the 
Tata Tea loan payback begins between the 11th and 
20th year; if cash flows are strong, KDHP plans to begin 
paying Tata Tea back from the fifth year, and if all goes 
according to business plan, KDHP could be debt-free any 
year between the 12th and the 15th). 

At the heart of the can-do mindset at KDHP Co is the 
genuine belief of the worker that he is also an owner of 
the fields he toils in. The commitment, too, is highly 
contagious. Yet, the turnaround story isn't being 
scripted just by rushes of emotion and adrenalin; 
there's some clear-cut common sense strategy involved 
too. If, for instance, worker productivity is up 58 per 
cent and land productivity up 28 
per cent in the first two months of 
the current financial year, it has as 
much to do with the new-found 
sense of ownership as it has to do 
with a retirement scheme that right 
sized the organisation by 3,300 
odd (a near-impossible feat to pull 
off in unions’-dominated Kerala) 
What's also helping boost the out 
put is a new wage formula that's 
linked to productivity and prices. 

With Tata Tea out of the pic 
ture, KDHP gets a huge leg-up on 
the overheads front. “KDHP now 
doesn't have to bear my cost, th« 
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Workers at Athulya: Community welfare is a way of life here 


CSR HERE IS AS OLD AS THE HILLS 


ECENTLY THE ARANYA NATURAL DYES WELFARE UNIT, TUCKED 
away in Srishti Complex, amidst the dense flora and 


"foliage of KDHP's Nullantanni tea estate, received a rather 
'significant order: Four shirt lengths of 2.5 metres each 
. needed to be dyed using pomegranate and indigo as raw 


material (available in plenty in the virgin forest of Munnar). 
For the young, talented bunch of handicapped workers at 
Aranya, every order is greeted with enthusiasm, but this one 


“was clearly special: It had come from one Ratan Tata. 


An order straight from the Chairman of Tata Sons is 
doubtless the best indicator of the attention the group 


_ Showers on its workers. And that straight-from-the-heart 
-interest is reflected in adequate measure in Munnar at the 


various vocational training centres within Srishti Complex. 
Like the Development Activities & Rehabilitation Education 
centre, where 65 students make 70,000 bottles of High 
Range Strawberry Preserve annually, which Tata Tea mar- 


_kets nationwide. Then there's Athulya, where 25 youngsters 
. make stationery that's supplied to the KDHP and Tata Tea. 
And there's also a unit of the Tata Tea Wives’ Welfare Asso- 


for the Taj hotels and spray-coats for the plantation workers. 

The Tatas spend Rs 3 crore annually on welfare in 
Munnar, with the referral hospital (there are also 30 estate 
hospitals) accounting for Rs 2.4 crore of expenses and the 
497-student strong High Range Schoo! running a Rs 90 
lakh annual tab. With Tata Tea now just a 19 per cent 
shareholder in KDHP Co, the onus is to make each of these 
units self-sustainable—Tata Tea will continue funding 
them till then—after which they could well begin making 
meaningful contributions to KDHP Co. The 160-bed gene- 
ral hospital, for instance, which provides free healthcare and 
medication to employees, will attempt to generate income 
by either starting a nursing school or foraying into medical 
tourism or offering additional surgical procedures. But in this 
quest for new revenue streams, the foremost priority won't 
be lost: To cater to the community's needs. Self-sustainability 
comes later. In Munnar, faddish buzzwords like CSR are 
indeed as old as the hills. 
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cost of an expensive board or the cost of our inter- 
national operations," says Siganporia. That's how 
overheads have come down by Rs 12-14 per kg of 
tea produced (KbHP produces 21 million kg of tea 
annually). And that's one big reason why Alexander 
is in à position to project a net profit of Rs 9.4 
crore for the current year. In the April-May period, 
KDHP booked a profit of Rs 2.95 crore. 

However, if KbHP Co has to sustain profitability 
in the years to come, it has to veer away from the 
vagaries of the tea business (currently 50 per cent of 
revenues accrue from low-margin auctions). 
Alexander talks about a foray into the loose tea 
segment, but clearly KDHP’s future rests squarely on 
a legislation expected to be passed in the ongoing ses- 
sion of the Kerala Assembly, which will allow plan- 
tations in Kerala to use 5 per cent of their land for 
non-plantation activities. The KDHP top brass expects 
this legislation to sail through soon enough, after 
which it can move ahead with its various diversifi- 
cations, which will be more profitable than tea in 
three-to-five years (in the current year, the non-tea 
activities are expected to contribute Rs 1.2 crore to 
KDHP Co's profits). There's plantation tourism, 
with KbHP's 24 heritage bungalows (vacated 
by managers who opted for retirement) 
translating into 70 rooms replete with an 
old-world feel (teak and rose wood furni- 
ture for instance). Floriculture is a longer- 
gestation business from which Alexander 
expects decent returns, as are horticulture crops, win- 
ter vegetables and medicinal and aromatic plants, all 
for which Munnar's climate is ideal. 

Meantime, every attempt is being made to 
squeeze revenues out of each operation of KbHP 
Co, be it the retail outlet in Munnar or the Tea 
Museum, which boasts a scaled-down version of 
the tea manufacturing process—a hot draw with 
tourists. Also, the pace of revenue at the welfare units, 
still funded by Tata Tea, is being stepped up, the 
medium-term objective being to make them self- 
sustainable, and eventually contributors to the KDHP 
Co P&L (see CSR Here Is As Old As The Hills). 
Alexander isn't known to boast, and when he says 
"KDHP's operations shouldn't be confined to 
Munnar,” you want to hear more. “We should look 
at acquisitions of plantations—which is our core 
strength— even abroad," he suggests. He goes on to 
talk about the possibility of taking KDHP public in 
three-to-four years, thereby creating a broader mar- 
ket for its shares. Such ambitions are still but a 
gleam in Alexander’s eye, but it’s doubtless a sparkle 
that the 12,000 KpHP Co employees on the High 
Range have little trouble aligning with. E 











Can you bear Hepatitis ticking away 


inside you? 











What makes Hepatitis B & C all 
the more dangerous, is its ability 


undetected in your 


body for a maximum of 20 years 


Almost no signs 


or symptoms 


But like a time bomb or a 


volcano, Hepatitis B/C might just 


be waiting to happen. 


It may present initially just 


is fatigue or itching. Initial 


symptoms like inflammation if 
untreated can cause liver cells 
to die and form scars on the 
liver. When the liver becomes 
much scarred, the conditior 


called Cirrhosis. 


With the advent of science in the 
treatment of Hepatitis, it is now 
possible to get a better response 


to the therapy specially if 
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Fight Hepatitis - Identify it early 


Today our world is pulsating with the 
many achievements of medical 
science. We have succeeded in 
combating many a scary disease long 
thought to be untreatable. But apart 
from the scientific advances one 
factor has to play a major role. 
Awareness. And: when it comes to a 
| disease like Hepatitis, awareness plays 
a very important role. So let's 
understand Hepatitis first, 


Hepatitis (hep-uh-TIE-tis) is an 
inflammation and swelling of the liver, 
often due to viral infection. There are 
many types of viral hepatitis, including 
A, B, C, D, and E. Amongst the entire 
hepatitis virus range, B and C are the 
fatal ones. Both can lead to liver 
| illness, such as cirrhosis, liver failure 
and liver cancer. While a lot of effort 





Hepatitis B/C, it still remains on the 

fringes of public awareness. Hepatitis 
| B/C can have a startling effect on the 
| patient's life. 


Already there are as many as 175 
million people across the world 
infected by HCV, which is much more 
than the HIV infected people around 
| the world, and every [5th carrier of 
HCV is an Indian. That amounts to 
| about 12.5 million Indians suffering 
| from this condition. This is 3 times 
more than those suffering from HIV 
virus in India. The numbers of cases of 
hepatitis B and C being diagnosed in 
, the country are increasing as 
| awareness about this cause of liver 
| disease is growing. 
| 


| The hepatitis viruses that cause these 





| antibodies to hepatitis C virus (anti | 
has gone in creating awareness about | 


| further evaluation.” 


diseases travel easily from person to | 
person. One can get hepatitis | 
infection by sharing contaminated 
needles or other drug-injecting 
equipment. The infection can also 
spread from an infected mother to 
her baby during delivery Use of non- 
sterilised equipment for tattooing, 
acupuncture or body piercing, 
unprotected sex, blood transfusion or 
direct blood-to-blood contact could 
be some of the other reasons for 
spread of the disease. 





Dr. Saumil Shah. Consultant 
Gastroenterologist, Lilavati Hospital, 

“People can get a simple blood 
test called the Liver Function Test 
done. If this test indicates signs of 


liver disease, a special test to detect 


HCV) is done. If positive, it is 
advisable to consult a specialist for 


Dr. Niranjan Banka, Chief of 
Gastroenterology and Hepatology, 
Bombay Hospital states that 





"Screening of blood for the Hepatitis C 
virus was made mandatory only from 
Ist June, 2001. Majority of people who 
have received blood transfusion prior | 
to this period are most vulnerable to | 
get the virus”. 


Hepatitis B & C are chronic liver | 
diseases. A person with a chronic 
infection stays healthy for a long time 
without even knowing that he is 
infected for as long as 20 years. Most | 
patients develop non-specific 





symptoms like fatigue, lethargy, | 
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nausea, anorexia and discomfort in 
the upper abdomen. In late stages, 
patients may present with specific 
symptoms related to liver disease like 
jaundice, abdominal distension, 
swelling in legs or vomiting of blood. 


According to Dr. Chetan Bhatt, 
Consultant Gastroenterologist, 
Jaslok — Hospital, 

definitely a treatable disease in the 
new millennium. Earlier, treatment 


responses were not very encouraging 


| and also there were dosage problems. 


These challenges made the treatment 
difficult. Now, with the advent of 
interferons which are available as 
conventional interferons and pegylated 
interferon (Pegasys), most of the issues 
can be resolved." 


He further adds, "Interferon treatment 
is very safe.There are a few side effects 


| such as fever for |-2 days after the 


injection, body ache, weakness - these 


| do not require any further treatment.” 


Hepatitis can be fatal as most 
patients visit the doctor at an 
advanced stage of their disease 
when treatment options are limited. 
It is therefore important that any 
sign of hepatitis should not be 


| ignored and the affected patient 


should be given immediate medical 
attention because delay 
treatment can only adversely impact 
the infected person and their family 
as well. Also research reveals that 
response rate to treatment is much 
better if treated at an early stage 
and age. 
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Te- 


rast Moving 


Stocks of fast moving consumer goods companies are ripe for the 


favourable tax regime, and the near-timely arrival of the monsoon 
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AST MOVING CONSUMER GOODS (FMCG) 
companies have had a torrid time over the 
past two years. Price wars and rising input 
costs have hammered down margins. And the 
expected volume growth (from price cuts) did 


not materialise. Hemant Patel, Research Analyst at 
Enam Securities, says: “It’s a sector that reflects the ris- 
ing cost of raw materials very easily, which is then 
passed on to the consumers.” Only, in the past, every 
time companies tried to do this, consumers down-traded 
(to less expensive alternatives). Then, competition from 
smaller players also played havoc with the profitability 
of larger companies. Lower prices, still lower profit mar- 
gins and rising competition combined to push share 
prices of FMCG companies into a downward spiral. 
The last six months, though, have seen signs of a turn- 
around. Budget 2005 provided the first breather by finally 
mandating a move to a Value Added Tax (VAT) regime. 
“vat will provide relief from the cascading effect of 
taxes and make the FMCG sector more competitive in the 
long term," says Enam Securities’ Patel. What vAT has 
done is to reduce excise duty from 16 per cent to 12.5 
per cent. Instead of passing on the 3.5 per cent saving 
down the network, most FMCG companies have managed 
to retain it. The near-timely arrival of the monsoon is 4 


THE SILENT PERFORMER 


The Sensex has been blazing away, true, but the BSE FMCG index 
(which appreciated over 55 per cent) has outperformed it (47 
per cent appreciation) in the last one year. 
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| Fast Moving Stocks 
Still Going Strong 


Stocks 


picking. Increasing consumer spend on branded products, a 
have ensured that. BY AMANPREET SINGH 


another plus as it is expected to increase rural purchas- 
ing power. That's good news for FMCG companies. 

The changing contour of the retail sector in India 
has also contributed its mite. “Organised retail players 
have given FMCG products visibility, and created a 
‘buying experience’; this has led to growth," says 
Patel. Best of all, price cuts have given way to price 
rises; the freebies have stopped, and neither has affected 
sales volumes in any way. 

There's already an incipient re- 
turn of the feel good factor. ICICI 
Securities expects the FMCG sector to 
post a robust 12 per cent year-on- 
year sales growth in the first quarter of 
2005-06, led primarily by a pick-up in 
demand as well as price hikes across 
categories. In a report on the FMCG sec- 
tor, it says operating margins will in- 
crease as the effect of the price increase begins to kick 
in. This, the report estimates, will increase the sector's 
profits by as much as 17 per cent year-on-year. The re- 
port further infers that this, coupled with strong free 
cash flows and high returns on equity will result in 
higher dividend payouts. Immediate empirical evi- 
dence supports this thesis. The FMCG index has out- 


The growth of 
organised retail has 
helped give more visi- 
bility to FMCG products 


performed the gsE Sensex by a decent margin over 
the last year (see The Silent Performer) and the outlook 
remains bullish. The conclusion: the FMCG sector (more 
specifically, the large companies within it) looks a 
good bet for the medium-to-long term. 


Hottest Stocks 

Hindustan Lever: The FMCG behemoth has been reeling 
under competition from cheaper brands. Slowly, how- 
ever, Hindustan Lever Limited (HI) 
appears to be getting its groove back. 
It can look forward to higher sales 
growth on the back of rising con- 
sumer demand. And according to the 
ICICI Securities report, recent price 
hikes effected by the company across 
various categories in the home and 
personal care segment will not hurt de- 
mand; rather, they could (on the back of increased 
demand) result in the desired end, higher profit margins. 
HLL has also managed successful relaunches of strong 
brands ("power brands", as the company calls them) such 
as Fair & Lovely, Sunsilk, Wheel and Lux. And it is also 
looking at increased revenues from its foods business, 
says the report. Its aggressive entry into the health 
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foods segment looks 
timely, given the rising lev- 
els of health consciousness 
in urban and semi-urban 
markets. The caveat for 
investors: competitors will 
not take HLL’s resurgence 
lying down; so, the com- 
petitive pressures on HLL 
are likely to continue in 
the short term. As such, if 
you own HLL stock and 
are planning to cash out, 
just shelve that notion. But 
if you don't own HLL 
stock, it would be wise to 
wait for a more opportune 
time to buy. 

Procter & Gamble: A fo- 
cussed FMCG company, 
Procter & Gamble (P&G) 
operates in two seg- 
ments—healthcare and 
feminine hygiene. P&G's 
global acquisition of 
Gillette in January 2005 
created one of the biggest 
consumer products com- 
panies in the world. From 
an Indian perspective, the 
acquisition means P&G 
and Gillette can align their 
operations and marketing 
strategies to create operational efficiencies. The ICICI 
Securities report states that P&G can scale up its growth 
in sanitary napkins from the already high rate of 47.6 
per cent, as the segment is currently under-penetrated 
and offers scope for greater growth. And, with more 
consumers opting for branded products, P&G should be 
able to not only sustain this momentum, but also in- 
crease its growth rate. This, combined with a lower VAT 


care items as well 


lived up to « 
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‘the Value Added Tax regime will on 


Growth of organised nal in Woo ex- AN 
.emplified. by brand a and savvy n 
chandising, is creating an attractive yet " 


fective retail. experience for ara 


“Increased demand has put more pr icin ower 
in the hands of FMCG companies. This has led 
to an increase in operating margins, a complete - 5 
hal iii iade ceres dg --busi NC esie 
wars had led to shrinking margins EUM E 


With disposable incomes on the — urtesy - 
a maps des did n ty, con $ 
sumers are willing to spend more. isis re- © 
flected in increased consumer spend on property, 
cars, entertainment, and. on home and personal - 


That annual mmake-or-break ‘event, that FMCG 
companies wait for every year, the monsoon, Ba 
ns this year. This means ru- 
ral demand for FMCG products will pick up Sho 
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rate on healthcare prod- 
ucts, should result in a 
jump in operating prof- 
its. The company also has 
plans of setting up a 
manufacturing facility in a 
tax free zone. Such a 
move will obviously do it 
no harm. As the P&G 
stock is trading at a dis- 
count compared to its 
peers, you would be well 
ah E advised to buy. 

was  ITC: The company man- 
aged robust growth in 
most segments last year 
except the low margin 





——  e-Choupal initiative is 
starting to deliver, growth 
is imminent even in this. 
Profits from rrC's cigarette 
business are also likely to 
grow because of two rea- 
sons: an increase in ciga- 
rette prices invariably 
leads to revenues (since 
demand is inelastic), and 
secondly, the ban on cig- 
arette ads will benefit it 
by hindering the market- 
ing efforts of its competi- 
tors. Its own sales are un- 
likely to suffer as most of its brands are market leaders 
in their respective segments. The company's non-to- 
bacco businesses are also beginning to contribute more, 
both to revenues and profits. The hotel business, for in- 
stance, is extremely profitable. Then, the icici Securities 
report adds that the resolution of the company's long- 
drawn litigation (with the government) over excise 
dues on cigarette sales has led to a re-rating of the stock. 
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BRITANNIA 


ITC's revenues and earnings are likely to improve when 
the other businesses mature, and disposable incomes rise 
in urban and rural areas. Our take: it's the same as that 
of most analysts. Buy this stock because the company has 
diversified both its revenue and profit streams. 

Nestle India: The company has a broad-based presence 
in the food and beverages sector and is a market leader 
in products such as instant coffee, infant foods, milk 
products and packaged noodles. According to the ICICI 
Securities report, price hikes in key cat- 
egories such as noodles, instant coffee, 
and milk and milk products should 
improve profitability. And the reduc- 
tion of duty on refrigerated vans will 
help the company in its efforts to 
spread its reach wider. The fact that 
Nestle has urban-centric brands will 
hold it in good stead as growth (in 
value) is expected to come from organised retail in met- 
ros. The lowering of milk prices are likely to help the 
chocolate business. Nestle has always been a consistent, 
if sometimes stodgy, performer, and at current valua- 
tions, the stock is an attractive buy. 

Britannia: Biscuits, the forte of Britannia Industries, is 
one of the strongest growing categories in the FMCG sec- 
tor, the ICICI Securities report notes. That is the good 
news. The better news is that the organised biscuit 
manufacturing sector is growing at the expense of the 
unorganised sector. And who's the biggest player in this 
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The FMCG sector is ex- 
pected to post 12 per 
cent sales growth in 
the first quarter of 2006 





segment, and, therefore, the top beneficiary? No prizes 
for guessing. The company is also expected to benefit 
from the reduction in duties on refrigerated vans, 
which are used to transport its processed foods. Britannia 
currently enjoys a 38 per cent market share in the 
branded biscuits segment, and is looking to expand 
and consolidate its operations in the foods sector. 
The exit of a few key executives and strong competition 
from players like Surya Foods and rc have hit the com- 
pany hard, but that should not dis- 
courage investors as Britannia has a 
history of strong dividend payouts. 

Godrej Consumer Products: With a 
commanding presence in the personal 
care, hair care and fabric care (deter- 
gents) segments, Godrej Consumer 
Products is a major player in the 
FMCG sector. Increasing demand for 
toilet soaps and hair dyes has translated into rising sales 
and market share for the company. This, despite a 14 
per cent price hike in hair dyes. Further, new manu- 
facturing units in Himachal Pradesh and Assam, and a 
decrease in the price of palm oil (a key input) are 
expected to boost its operating margins on toilet soaps. 
Godrej has also been looking to expand its product 
portfolio. Its new products like Cinthol Deo and 
Godrej No. 1 have helped boost its market share in toi- 
let soaps to its highest ever level of 8.8 per cent, the ICICI 
Securities report notes. Our take on Godrej stock: buy. 
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What Makes HHI 


THE NUMBER ONE CORPORATE CHOICE 





Best location « Well appointed rooms refurbished in contemporary style « Broad-band connectivity 
= 12000 sq. ft. pillarless banqueting space * State-of-the-art business centre with boardrooms 
« 3 club floors with dedicated elevator = Virgose- the newest resto-bar = Kalash- the most popular 


restaurant serving Indian cuisine = Opening shortly- the new all day dining with interactive kitchens 
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THE HHI GROUP OF HOTELS 





The HHI Group of Hotels, Kolkata 
235/1 AJ C Bose Road Kolkata 20 India Ph 22830505 / 22802323 


BlueStockings 





Kolkata was always known for its hospitality - proven by the fact that a large number of 
intruders who came to rule India anchored at this port. Centuries later the metropolis, 
which is now seeing a turnaround, is no different. The city is buzzing with 
superb culinary activities, and leisure opportunities, BT Impact decided to get a taste of 
what Kolkata hospitality really means, 





njan Chatterjee, an entrepre- 
A neur par excellence and a pas- 

sionate food lover, dreamt of reviv- 
ing the authenticity of Chinese cuisine in the 
country. His dream of providing a world-class cui- 
sine and experience at a rational price for the 
food lovers finally took shape in the form of 
Mainland China. After whetting the appetite of 
Mumbai (1998) and Hyderabad (1999), 
Chatterjee's Mainland China came to Kolkata to 
face the real challenge. Kolkata boasted of its 
Chinese food joints - several restaurants serving 
quality Chinese food and the indomitable China 
Town (better known as Tangra) could have been 
veritable impediments. But Chatterjee's Mainland 
took the hurdles in its stride and stood the test of 
time serving "specialty" food. "Authenticity of 
food is maintained through the use of herbs and 
sauces directly flown in from Mainland. A con- 
stant interaction of the Chefs with the peers 
beside the Great Wall helps to keep the offerings 
updated and lively. The use of original artifacts 
and curios through the deft subtlety guarantees 
that the 'feel-at-home' spirit is always maintained. 
High quality personalized service is ensured 
through extensive training programmes. Over the 
years Mainland China has maintained stringent 
quality control at all their outlets across the coun- 
try. The well maintained kitchens have indeed set 
a benchmark in the hospitality industry", informed 
Anjan Chatterjee. 
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More than five years of operation in 
the prestigious Gurusaday Road, the 
success story of Mainland China was such 
that Chatterjee's Specialty Restaurants has 
launched brands like Oh! Calcutta, Just Biryani, 
Mostly Kababs and Sweet Bengal. The group is 
currently in the process of consolidating their 
business through the launch of several other 
restaurants across the country. 


Talk of unwinding in Kolkata, five-star ishtyle, and 
you would find Virgose, the chic new lounge at 
the Hotel Hindustan International. At the HHI's 
Virgose, you can de-stress yourself swinging to 
the groove and do away with all that tiredness 
with a dig into their gastronomic offerings. A bal- 
anced merger of good times, good food and high 
Spirits, the Virgose is a complete experience of 
fine dining and chilling out. The ambience, the 
crowd and the culture radiates the warmth 
Kolkata is famous for. 


HHI's Virgose blends lounge sitting with a wide 
spread of culinary offerings. One can choose 
between Mexican, Italian, Lebanese and 
Japanese while lending ears to the International 
DJs blazing through the state-of-art Bose 
system. 


Volumes can be written on Kolkata's hospitality 
experience. We thought of just wetting your beak. 
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Mumbai * Kolkata * Bangalore * Hyderabad * Pune * Chennai * (Opening soon) New Delhi * Chandigarh * London 
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Padel 


Just a little years at a time when the 
hospitality sector was seeing a revved up competitiveness 
The Stadel, came up to fulfill a special need - to provide five- 


star facilities at three-star rates. 


over two ago, 


Its verdant ambience, with vast stretches of manicured 
lawns, give the visitor a feel of a resort hotel. While the feel 
is cozy and intimate, yet the facilities are vast. Its well 
appointed rooms and themed suites overlook the beautiful 
green lawns. The sporting theme appears everywhere in the 
hotel, whether it is in the two majestic banquet halls- 'Lords' 
and 'Oval', or adjoining banquet lawns-'Eden' and 'Green 
Park. The banquets are the ideal place for weddings, 
receptions, conferences, 

launches and other meets. 


seminars, workshops, product 
The multicuisine restaurant is 
called the 'First Innings' which also has a private dining 
and conference area for corporate and private meets. There 
also exists a board room 'Club House' for exclusive board 
meets and that is not all 


There are many more five-star facilities that give The Stadel 
its special position in the business and leisure traveler's 
lexicon. Its health club '"Bodyline', has the state-of-the-art 
equipment that any health freak would gladly endorse, 
complete with its steam sauna set-up. Bodyline also has one 
of the most renowned names in the fitness industry, Preetom 
Mukherjee Roy. 


An elegant arcade that leads into the hotel boasts of a 
confectionery the 'Baker Boy' and a florist, 'Salvia’- 


facilities that make it a perfect set up not only for the 
itinerant visitor from out of town, but, more especially, for 
those living in Kolkata and specially in the hinterland of the 
hotel in Salt Lake, Lake Town etc. 















What also sets The Stadel apart in its boutique offerings, are 
its culinary highlights. The Continental, Indian and 
Chinese all vie for the clients' attention, as do the special 
food festivals, where Bengali cuisine gets top billing. The 
"Heka' bar, an Egyptian themed bar, serves up Lebanese 
food; the cocktails and mocktails have been individually 
crafted by bar expert Irfan Ahmed, and there is even a 
children's menu to complete the picture. 


Plans for the future? A fabulous leisure club with excellent 
specialty dining arrangements and a garden ambience 
More to come: a studio, fashion salon, and an exclusive 
cigar bar. 


That is an amazing five-star line up for a hotel that is just 
two years old, and still positions itself at affordable rates. It 
is not just the infrastructure within, but it's positioning, too, 
that has made it a favourite hotel. Located between two 
deluxe five-star hotels, there is a major hospital opposite, a 
heritage park close by, a sports complex within which it 
resides, ne in close proximity is Kolkata's Silicon Valley, 
housing all the top names in the business there. 


That is just one part of the story of The Stadel. In the shori 
period of its existence, it is positioning in the minds of the 
Calcuttans as a social, cultural and sports-oriented acti ity 
hub that has made The Stadel the popular and exclusive 
venue it is today. 


The Stadel has been running a number of key events sinc 
it's inception which range from durga puja, navaratri, 
diwali, Christmas, new year, Hawaiian festival, fashion 
show, manhunt, beauty contest, etc. The Stadel is also host 
to National Billiards and Snooker Championship and other 
sports related events of national importance. 


So, if you want to be with it, The Stadel exists for you with its 
huge bouquet of hospitality. 


The Stadel, Yuba Bharati Krirangan, Gate no -3, Salt Lake, 
Kolkata 700091, Ph#23357220, Fax: 23357219, 
E mail Stadel@vsni.net, info@thestadel.com, website: www.thestadel.com 
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Stall Going Strong 


Despite the bull run on the stock market, small savings schemes 
remain the investor's best bet. BY PRIYANKA SANGANI 


HE STOCK MARKETS MAY BE 
booming, but small savings 
instruments continue to find 
favour with investors. “These sch- 
emes are still very popular because 
they are safe and offer higher interest 
rates than most other fixed return 
instruments,” says Gautam Nayak, a 
Mumbai-based chartered accountant. 
Here’s a look at some of the 
options within this genre: 
PPF (Public Provident Fund): Offers 
.ax-free returns of 8 per cent a year 
over a period of 15 years. Liquidity, 
though, is an issue; withdrawing 
money from a PPF account can be a 
pain. Your investment in the PPF can 
"ange from Fs 500 a year to 
Rs 70,000 per annum. 
NSC (National Savings Certificate): 
Compared to PrF, the lock-in period 
(six years) is relatively shorter. It 
offers 8 per cent returns com- 
pounded half yearly and payable at 
maturity. Premature encashment is 
possible, but the yield will be lower. 
The Nscs can be bought in a demat 


REASONABLE RETURNS 


SCHEME 
"EB Public Provident Fund 


P Kisan Vikas Patra 


a 


Post Office Monthly Income 


form through certain post offices. 
The minimum investment is Rs 100; 
there is no maximum limit. 

KVP (Kisan Vikas Patra): Now avai- 
lable in demat version through post 
offices, it can be encashed after two- 
and-a-half years. The KvP offers 8.4 
per cent returns and is easier to 
encash on maturity compared to 
other schemes. The KVP certificates 
come in denominations ranging 
from Rs 100 to Rs 5,000, and like 
the NSC, have a minimum invest- 
ment requirement of Rs 100. There 
is no maximum limit. 

Post Office Recurring Deposits: The 
minimum investment is Rs 10 a 
month and there is no limit to how 
much you can invest These give 
returns of 8 per cent per annum, 
compounded quarterly, which you 
collect on maturity. 

Post Office Monthly Income 
Scheme: Another popular scheme, it 
brings you returns at 8 per cent per 
annum, which is paid out every 
month; plus, there's a 10 per cent 


TIME PERIOD 
15 years 


6 years 


RETURNS 
8% 


8 years 7 months 8.4% compounded annually 


8% monthly + 10% on maturity 


bonus on maturity. The minimum 
lock-in period is six years (mini- 
mum deposit: Rs 1,000) and the 
maximum you can invest is Rs 3 
lakh (for a single account; the 
amount is Rs 600,000 for a joint 
one). You can withdraw your depo- 
sit after three years; this will not 
result in any reduction in the interest 
rate, though you'll have to forfeit 
your bonus. However, a fee of 3.5 
per cent is levied if you choose to 
withdraw your deposit before three 
years, and you also forfeit the bonus. 
Post Office Time Deposit: These are 
like normal bank fixed deposits and 
return 6.25-7.5 per cent per annum 
on 1, 2, 3 or $-year deposits. The 
interest is calculated quarterly, but 
paid annually. You can invest Rs 200 
or in its multiples in this account, 
and there is no maximum limit. If 
you withdraw your deposit before 
12 months, you will not be entitled 
to any interest. Premature with- 
drawal after one year will result in a 
2 per cent deduction in interest. Ell 
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SIZE MATTERS 


Small Is IT 


Experienced professionals as well as fresh engineering graduates are flocking to often unknown, tier two 
or three IT companies. What gives? BY RAHUL SACHITANAND 


PAWAR 
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The smaller, the better: Rajiv Gupta (L) of Tejas Networks and Innoviti's Ashok Baragi said goodbye to big firms 


HE INDIA RESEARCH & DEVELOPMENT CENTRE OF 
Sonim Technologies, a San Mateo, California- 
based provider of wireless voice-over-internet- 
protocol (VOIP) solutions, is anything but impressive. The 
facility, located above a car dealership on Bangalore's 
Race Course Road, has no air-conditioning, cubicles are 
cramped and there's no food court, even a rudimentary 
gymnasium in sight. Yet the company, which acquired 
Synergy Infotech to kick-start its India operations in 
June this year, is virtually inundated with job seekers 
from all levels, mostly from people working with tier 
one Indian and multinational rr companies. What's 
more, the company has even managed to lure some 
junior execs from Silicon Valley to come and work at 
its Bangalore office! 
Welcome to a world where an increasing number of 
IT employees are choosing a better work profile over 
everything else. And if that means joining a company 
much lower down in the Indian rr world’s pecking 
order, so be it. Fancy campuses, stellar branding, job sta- 
bility and a higher pay-packet be damned. That's been 


the experience of a host of small, tier two, three or four 
IT companies—Tejas Networks, Innoviti Embedded 
Solutions, Insilica, ITTIAM Systems, and the like. “People 
who come aboard get to work on some cutting-edge 
products, rather than write (a mere) code for a services 
project,” says Bob Plaschke, CEO, Sonim Technologies. 
Five-year-old Bangalore-based optical networking, 
firm Tejas Networks is witnessing senior people mov- 
ing in from top IT companies in India, even abroad. 
“Recruits from larger outfits sense the opportunity to 
work on an optical networking product, right from the 
concept stage to end-customer use,” says Sanjay Nayak, 
CEO, Tejas Networks. With the buoyancy back in 
global tech markets, risk-averse geeks have once again 
started to walk the edge, and seem willing to risk stable 
careers and incomes to build something big for them- 
selves, once again. “Post the dotcom meltdown in 
2000, it is only now, in the last six months-to-a-year, 
that we have witnessed techies experimenting with 
start-ups again,” says Gautam Sinha, CEO of TVA 
Infotech, a Bangalore-based HR Consultancy. 


Many IT professionals are joining companies much 
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Risk And Reward 

As Tejas Networks takes on global telecom biggies 
like Huawei Technologies and Nortel Networks, it 
has also become a beacon for experienced senior exe- 
cutives, like K. J. Singh, who moved from ur Starcom 
in May this year, and Rajiv Gupta, who has had stints 
at Cisco, Motorola and Nokia. For the 40-year-old 
Singh, a principal architect at Tejas, it has been à 
homecoming after working for several years in New 
Jersey, mostly with start-ups. “I wanted to return to 
India, but I did not want to work for any multi-national 
doing back-office work 
here,” he says. 

Different people have 
different reasons to opt 
out of the big-company 
circuit. For Ashok Baragi, 
it was the thrill of actually 
seeing the final result of 
his work in a product- 
form that made him quit 
a much higher paying job 
at another Bangalore out- 
fit Sasken to join Innoviti, 
a Communications Solu- 
tions Vendor, as Vice 
President of Engineering 
in September 2003. 
“What we are working 
on could be a multi-bil- 
lion dollar opportunity 
and a long stint at Sonim 
is definitely part of my 
long-term career plan,” 
says Karthikeyan 
Balachandar, who moved 
to Sonim as Senior 
Engineer two months ago 
from, surprisingly, Sasken 
yet again. “The large campuses, food courts and other 
add-ons are just peripheral to the kind of work you do.” 

These small company recruits do have their eyes 
set on much bigger things. Small companies mean a 
bigger, more meaningful job profile with responsi- 
bilities of leading a bigger team. “Many of these 
people are looking for reaping the benefits of a 
product company going public or being acquired in 
a mega merger and acquisition deal,” says TVA's 
Sinha. And that probably explains why they let go of 
a familiar work environment, enviable lifestyles and 
an often bigger upfront (cash) salary and take the 
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Sonim's Balachandar: | have no regrets whatsoever! 


plunge into an unfamiliar, though exciting work- 
place that offers not just a better job profile, but 
also holds the promise of ‘pot of gold’ at the end of 
the stock-option rainbow. 


Free For All 

Employers, of course, understand and play on their new 
recruits’ motives while weaning them away from the 
safety of big-company jobs. *Ours is an opportunity for 
completely non-linear wealth creation. A product com- 
pany today has the potential of creating (huge) wealth 
for all its stakeholders, 
including employees," 
says Rajiv Agarwal, CFO 
of Innoviti. 

And quietly, the lure 
of these small-and- 
upcoming companies has 
even reached engineering 
campuses. "Besides lateral 
senior-level recruits from 
top.IT companies, we have 
also managed to get quite 
a few toppers from IITs 
and Indian Institute of 
Science this year even 
when they had (better) 
offers from the biggies,” 
says Tejas’s Nayak. 

Large IT services com- 
panies are not the only 
ones seen as hunting 
grounds for small com- 
panies seeking to poach 
talent. At Bangalore- 
based Insilica, a company 
promoted by Pentium 
pioneer Vinod Dham's 
NewPath Ventures, 
engineers have been hired from semiconductor 
majors such as Texas Instruments and market leader 
Intel. “We show them the difference they can make 
to their own career, sell our mission and empha- 
sise a different work culture,” says S. Uma Mahesh, 
Vice President, Insilica, on his poaching strategy. 
And when everything else fails, there is always the lure 
of stock options, something that works like magic on 
just about everyone. No wonder those 50-odd 
people toiling away in Sonim’s sweaty office in 
Bangalore aren’t bothered about the (physical) quality 
of their work place. 


“$ lower down in the Indian IT space’s pecking order 
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COUNSELLING 





| am a 29-year-old working as a Senior Executive (Channel 
Sales) with an internet service provider (ISP). | have an MBA 
from a second-rung B-school and over five years of experience 
in channel sales in various industries like hardware (and ISP). 
However, | now want to be a part of the booming telecom 
industry and have applied for jobs and even approached 
several executive search firms. Unfortunately, | have not 
received any interview calls. Am | not qualified enough? What 
kind of a position should | be looking at to get better results? 
You are into internet sales, which is also a part of the 
telecom industry. Anyway, you can get into channel 
sales of telecom, such as in mobile telephony. The 
best way to go about it is to look for job advertisements 
from telecom firms themselves. Alternatively, you 
could find out from friends you may have in the 
industry about any vacancies, Sales personnel are very 
much in demand in the telecom sector and sooner or 
later, a suitable opportunity will come your way. I 
think you may not be presenting yourself the right 
way. Here is a piece of advice for you—just stick to your 
strengths, and you will get results. 


| have a Master's degree in human resource management 
(HRM) and am currently working as a research fellow in a 
leading B-school. | have also worked as a research scholar in 
another leading B-school. Since | have a keen interest in 
advertising, can I find a job that combines ad-making and HR 
in some way? Is there any such opportunity available? 
Please advise. 

There are people who make management films, which 
are films based on management concepts (most of 
these are HR related). So that is one area open to you. 
You could also work for an advertising firm in HR. HR 
communication is another field; however, that may not 
be a long-term career. You could get into PR (public 
relations) or corporate communications, which is 
neither advertising nor HR but has a flavour of both. 
However, before you take the plunge into the world of 
advertising, remember that you have no experience in 
the field whatsoever. So, it would be better for you to 
work in an advertising agency for some time to see if 
you're actually up to it. 


ae HELP 
TARUN! 


| am a 25-year-old with an MBA in marketing and a BE in 
production, and am currently working as a sales executive in 
a speciality chemicals company (industrial water treatment). 
Initially | liked this job, but later | started finding it a burden, 
primarily because it demands technical knowledge, and | am 
not a very technically inclined person. | would rather go into 
industrial marketing, which, | feel, | would be more com- 
fortable with. How do | go about it? Also, are there any other 
avenues that | could explore? 

It seems that you want to pursue something without 
really understanding what it entails on a practical 
level. Make no mistake—you are already working in 
industrial marketing—only the industry is the chemicals 
industry. And in any industrial marketing job, one 
needs to have a bit of knowledge, technical or 
otherwise, about the product in order to sell it. The 
logical thing to do would be to try your luck in 
institutional sales, such as mobile phone sales to cor- 
porate customers. It would still keep you in sales, but 
to institutions rather than consumers, and yet not be too 
heavy in terms of technology. You could even consider 
changing your line altogether. 


| am a 25-year-old working in a BPO firm in Noida. 
Simultaneously, | am also pursuing chartered accountancy 
(CA). Recently, my company transferred me to its Mumbai 
office. While the offer is very tempting, ultimately my career 
goal is to be a Chartered Accountant. Also, | do not want to 
compromise on my study schedule. Should | take up another 
job in Noida itself or should | move to Mumbai? 

If you are settled in Noida, say with your parents, a 
transfer to Mumbai will mean that you will have to fend 
for yourself and that may leave you with little time for 
studies, So, I suggest you just concentrate on studies if 
becoming a Chartered Accountant is your ultimate 
goal. Try finding another job in Noida or tell your 
company that you cannot go to Mumbai due to 
personal reasons, and they will, hopefully, understand 
and accommodate you in Noida itself. If, however, you 
already have some sort of an establishment in Mumbai 
and feel comfortable living in that City, you can always 
take up the offer and pursue CA from there itself. 


Answers to your career concerns are contributed by Tarun Sheth (Senior Consultant) and Shilpa Sheth (Managing Partner, US practice) of HR firm, 
Shilputsi Consultants. Write to Help, Tarun! c/o Business Today, Videocon Tower, Fifth Floor, E-1, Jnandewalan Extn., New Delhi—1 10055. 
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India's Best States to Live In 


The India Today State of the States Study 2005 is the most comprehensive ranking of the states' performance. 
The study ranks 30 states and 5 Union Territories on more than 50 parameters across 9 categories: 


* Prosperity and Budget * Health * Law and Order 
* Agriculture * Investment Environment * Education 
* Consumer Markets * Infrastructure * Overall Performance 


In addition to the annual ranking, the 2005 study will also have: 


© States with the highest level of Economic Freedom - the economically most free states. 
[1 States that gets maximum Bang for your Buck - the most efficient users of public money. 


© The most Compassionate States - the states with most pro-poor economic growth. 


The results will be announced at the INDIA TODAY Chief Ministers Conclave 2005 to be held at New 
Delhi on August 5, 2005 where the winning states will be felicitated. Key issues impacting the states will 
be debated and discussed by Chief Ministers, Members of Parliament, senior bureaucrats and select 
Ministers. 





Read the detailed study in the special issue of INDIA TODAY on sale from 5^ August 2005 
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Ad World 
Hires Again 


Ad agencies are aggressively adding numbers. 


JAYANTA SAHA 


Mudra's Kamat: We're hiring big time! 


T RS 11,500-CRORE INDIAN ADVERTISING 
industry grew by over 14 per cent last year, with 
projections of strong double-digit growth this year too. 
And anyone in the service business, much like ad agen- 
cies, will tell you that growth directly translates into the 
need for more hands to tackle all that extra work. 
Across the board, most ad agencies, big and small, 
have started hiring new people across levels and func- 
tions once again after almost a three to four year hia- 
tus. For, during the overall slowdown of the economy, 
ad agencies were handing out more pink slips than 
offer letters. “Today there is growth in existing busi- 
ness, new business in pouring in and then there is 
the traditional employee churn that is typical of this 
industry. No doubt, we're hiring big time," says 
Madhukar Kamat, CMD of Mudra Communications. 
Though figures vary from agency to agency, new 
5 recruits this year, as a per cent of existing employee 
strength, is touching double digits in agencies such as 
Mudra, McCann Erickson, Ogilvy & Mather and 
Publicis India. And though the days of martini-lunches 
are clearly a thing of the past, the party for ad 
employees has clearly begun. 
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. Engineering Jobs 


New ports mean more jobs for engineers. 


HANKS TO THE BOOM IN THE INDUSTRIAL SECTOR 

and external trade, there are jobs aplenty as 
new ports and airports are being planned across the 
country. Big players like Tata/L&T (Dhamra port), 
South Korean steel major Posco (Paradeep port), 
Maersk (Pipavav port), Siemens/L&T (Bangalore 
International Airport) and GMR/Malaysia Airports 
Holdings (Hyderabad airport) are all set to employ 
thousands of engineers in their technical and opera- 
tions departments to build and man these new 
ports and airports. 

"New ports, like ours, are offering a whole 
range of technical jobs," says Santosh Mohapatra, 
Chairman of Dhamra port, which is being built at 
Dhamra, Orissa. The port is looking to fill around 
300 jobs, and will outsource almost as many to 
companies that specialise in navigational activities, 
like tugging, mooring, and machine maintenance. 
Openings exist across disciplines—civil, mechanical, 
electrical, electronics, marine and aeronautical 
engineering. Maybe it is time to ring in a trans- 
port infrastructure boom. Ell 

CHARUDUTTA JENA 


Under construction: Jobs aplenty, thanks to this port 


Twice as large as the nearest competitor 


© monster.com 
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Senior Management Jobs 





BUSINESS DEVELOPMENT MANAGER 

Assyst International 

You will be responsible for proactively facilitating the country 
sales organizations to achieve the revenue targets. Key 
functions will be to generation leads on phone / internet 
searching, on line presentations, customer meetings, etc. 
Experience: 3 - 8 years 

Job Code: 30192407 


VP- ENGINE DIVISION 

International Tractors Ltd. 

Vice President for Engine Division will be responsible for all 
the areas of Engine Division (excluding marketing and 
finance).The Person should have minimum experience of 10 
years in related field. 

Experience: 10 - 15 years 

Job Code: 31797360 


MANAGER- OPERATIONS 

Netsoft Informatics Pvt. Ltd. 

Monitoring and managing day to day activities of the software 
development facility at Bangalore. Maintaining all records and 


handling the admin functions of the office and providing 
feedback. 


. Experience: 2 - 5 years 


Job Code: 32083374 


ASIC DESIGN MANAGER 

Open Silicon Research Pvt. Ltd. 

The incumbent should have relevant experience in ASIC 
design having led two (or) more designs through physical 
design. Be a part of a dynamic start-up environment and work 
with a highly motivated, customer oriented team. 
Experience: 7 - 10 years 

Job Code: 29229897 


VICE PRESIDENT- HR 

Pegasus International 

Vice President - HR has to look after all HR issues of the 
organization. The Individual should have rich experience in the 
relevant field for about 20-24 years and should have proven track 
record of value added contribution towards all round development. 
Experience: 20 - 24 years 

Job Code: 32091924 


CATEGORY MANAGER 

The UB Group 

Category Manager will be responsible for development of the 
marketing strategy for a range of products marketed nationally. 
The Individual will need to study the market to detect trends 
therein, identify and exploit gaps in the market 

Experience: 12 - 15 years 

Job Code: 31313340 


HOW TO APPLY FOR THESE JOBS: 


|, Logon to www.monsterindia.com 

2. Click on "Search Jobs" link 

3. Type the job ID number in the "Keyword Search" field 
4. Click the "Search Jobs" button 


ASST. MANAGER 

G.M. Pens International Pvt. Ltd. 

Job involves effective control plan of material controls, tool 
control loading, forecasting, scheduling, progress, expediting, 
pre-planning and recording. The individual will also be 
responsible for master planning schedule, & production design. 
Experience: 7 - 10 years 

Job Code: 31415335 


AREA SALES MANAGER 

Motorola India Pvt. Ltd. 

Job involve sale of mobile handsets / accessories through  '* 
channels in the assigned territory. Managing & growing the 
channels and implementing market growth / development 
programs through the channel partners. 

Experience: 4 - 6 years 

Job Code: 32091984 


SOFTWARE QA MANAGER 

NVIDIA Corporation 

Software QA Manager will efficiently distribute test resources 
to ensure QA test teams are sufficiently and competently 
staffed. Assess and re-allocate available resources as necessary 
to meet priority project needs. 

Experience: 7 - 10 years 

Job Code: 25695506 


ASST. MANAGER - QUALITY CONTROL H 
Pearl Polymers Ltd. 

Degree/Diploma holder in Plastic Technology from 
recognized University/Institute having experience in plastic 
field with exposure of ISO 9001:2000 series and GMP 
implementation. 

Experience: 5 - 7 years 

Job Code: 31313509 


PROJECT MANAGER - PROFESSIONAL SERVICES 
Storeperform Technologies India Pvt. Ltd. 

Managing all the day-to-day aspects of an implementation 
project. Work closely with customers and the StorePerform 
project team to ensure that all project deliverables and ex 
milestones are clearly identified and fulfilled. 

Experience: 5 - 7 years 

Job Code: 29715274 


MANAGER - MIS 

Zenta Limited 

Job involves developing report from data gathered from 
various departments and respond to the need of the 
management for data analysis and qualitative support. 
Experience: 4-7 years 

Job Code: 32093336 
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MACROMEDIA COLD FUSION DEVELOPER 
Bridgeline Software Enterprise : 

Design, develop and implement innovative web solutions for 
the customer requirements, take initiatives, along with team 
members to keep updated on new technologies and use the 
same to design solutions. 

Experience:3 -5 years 

Job Code: 29041831 


LEAD CONSULTANTS 

„HCL Technologies Limited 

ideal candidate would be one with a minimum of 8 yrs 
experience in IT industry with atleast 4 yrs into Oracle apps 
having experience in cross domain as a techno-functional with 
hands-on implementation experience. 
Experience: 8 - 12 years 
Job Code: 31895900 


REPORTING ANALYST 

HSBC Software Development 

The individual should have experience of working in a data- 
warehousing (preferably from ETL background) project. 
Strong Oracle PI/SQL background is a must. Exposure to 
actuate and/or cognos reportnet reporting tools is a must. 
Experience: 5 - 7 years 

Job Code: 31012189 


{DESIGN ENGINEER 
“Infotech Enterprises Limited 
The incumbent should have minimum of 2 years experience in 
Catia V5 solid modeling, surface modeling & drafting. 
Experience: 2-5 years 
Job Code: 32105443 


ENGINEERING MANAGER 

MAQ Software 

The applicant should have extensive hands-on experience 

working on C/C++ or Java technologies and hands-on 
ience of leading development projects. Exceptional 

knowledge of security concepts and technologies. 

Experience: 5 - 7 years 

Job Code: 32105994 


STAFF CONSULTANT - FINANCIALS - PA 
Oracle India Pvt. Ltd. 

As Functional Consultant, you will be working on both onsite 
and offshore projects. As part of these, you can be involved in 
gap analysis, requirement analysis, solution mapping and 
design, conducting conference room pilots, functional testing, 
Experience: 2 - 4 years 

V Code: 31523531 


HOW TO APPLY FOR THESE JOBS: 

I. Logon to www.monsterindia.com 

2. Click on "Search Jobs" link 

3. Typethe job ID number in the "Keyword Search" field 
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SOFTWARE TECH ARCHITECT 

Dell Computer Co. 

Provide architecture leadership to application development 
project teams in a business / functional area. Provide technical 
direction to business problems. Develop technical / 
technology vision to address business requirements. 
Experience: 5 - 7 years 

Job Code: 31039022 


DATA MINING ENGINEER 
Hewlett Packard 

Your focus will be to review and understand incoming data from 
HP's call centers on areas affecting SW defects causing warranty 
calls. You will work with a cross functional team to perform data 
analysis on the issue, and investigate the issue down to root cause. 
Experience:3 -5 years 

Job Code: 32127092 


EMBEDDED SOFTWARE PROFESSIONALS 
Indus Solutions India Pvt. Ltd. 

The applicant should have experience with various micro 
controller, and interfacing to HW accelerators. Experience with 
at least one real time operating system, such as Nucleus or Vx 
works is desirable. 

Experience: 2 - 6 years 

Job Code: 25468629 


ERX SYSTEM TEST ENGINEER 
Juniper Networks India Pvt. Ltd. 
Job involves development of automated test suites and 
development and execution of conformance tests at the network 
layer. You will also validate routing protocol interoperability with 
other vendors and evaluate multicast protocols, MPLS and BGP. 
Experience: 2 - 5 years 

Job Code: 32100650 


PROJECT LEADER 

Mindcraft Software Pvt. Ltd. 

2 + years experience in leading a team of professionals. Good 
communication skills. Project co-ordination skills, ability to 
lead a team of around 6-7 professionals, understand the 
system, take down specifications & deliver the project in time. 
Experience: 5 - 7 years 

Job Code: 32100602 





ORACLE DATABASE ADMINISTRATOR 
Sify Limited 

The incumbent should have strong hands on experience in 
oracle database administration and good exposure to 
performance tuning, backup & recovery etc. Experience in 
providing support to international customers is preferred. 
Experience: 5 - 7 years 

Job Code: 32104015 
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Sales and Marketing Jobs 





SENIOR TELESALES MANAGER 

BOSS International (India) 

As a Senior Telesales Manager, you will be responsible for driving 
telesales lead generation, telesales business development, 
marketing, and sales for our software products. The target 
markets will be United States, Canada, and Western Europe. 
Experience: 5-7 years 

Job Code: 31493502 


AREA SALES MANAGER 

Empire Machine Tools 

Develop good key customer relationship at different levels of 

decision making for the purpose of market intelligence, enquiry 

finding and enquiry generation of high value products, achieve 
' high conversion ratio and ensure smooth order execution. 

Experience: 10-15 years 

Job Code: 31968153 


EXECUTIVE - SALES 

Galaxy Surfactants Ltd. 

The applicant should have experience in marketing and sales of 
industrial products. He/She should have good communication 
skills and should be able to achieve sales targets for individual 
products, involving technical selling and application marketing. 
Experience: 2 - 3 years 

Job Code: 31929455 


FIELD SALES ENGINEER 

Intel 

In this position, you will be managing the relationship between 
Intel and customers by establishing and cultivating 
relationships with key individuals at accounts. 

Experience: 7 - 10 years 

Job Code: 32037384 


BUSINESS DEVELOPMENT CONSULTANT 
Parsec Interact, Inc. 

As a Business Development Consultant, you will be responsible 
for Business-to-Business (B2B) sales of PARSEC's services to 
the mortgage industry in the US. You will be part of a team that 
will be responsible for new business generation. 

Experience: 3-5 years 

. Job Code: 30480952 


SALES MANAGER 

SIEGENIA - AUBI KG 

Your key responsibilities will be to introduce and develop the 
sales within the Indian market, advising fabricators, specialist 
trade and customers of our new and existing product range. 
Experience:2 -7 years 

Job Code: 31940325 


HOW TO APPLY FOR THESE JOBS: 

|. Logon to www.monsterindia.com 

2. Click on "Search Jobs" link 

3. Type the job ID number in the "Keyword Search" field 
4. Click the "Search Jobs" button 


SR. SALES EXECUTIVE 

BrainLAB Ltd. 

MBA/Engineers/Graduates with sales experience preferably i 
capital medical equipment industry, FMCG, IT or office 
automation industry. Person will be responsible for direct sale 
sales promotional activities, sales planning & forecasting. 
Experience: 3 - 4 years 

Job Code: 32019393 


SR. MANAGER BUSINESS DEVELOPMENT 
Financial Software & Systems 

Candidates applying should have experience in sales/accoù 
management functions which involve high level of detail ar 
tendering process. MBAs with engineering background ar 
strong communication skill are preferred. 

Experience: 10 - 15 years 

Job Code: 31928155 


MANAGER - SALES 

Global Information Systems Technology Pvt. Ltd. 
Responsible for sales and business growth of e-Resources and 
print publications from world's leading international publisher: 
including e-Journal libraries. The role requires significant 
travel. 

Experience: 3-5 years 

Job Code: 31974961 


ASST. MANAGER - INSIDE SALES t 
K10 Technologies Pvt. Ltd. d 
The incumbent will provide prospecting and qualification 
support for sales team to cover assigned territories, execute 
qualification calls to a set of targeted Fortune 1000 accounts 
to uncover opportunities for sales follow up. 
Experience:2-5 years 

Job Code: 31943837 


ASSISTANT SALES MANAGER 

Promises Instruments Pvt. Ltd. 

Job involves handling daily customer walk ins, keeping records of 
customer-stock-daily sales etc. Person applying must have 
fluency in English, articulate, pleasing and experience in handk 
astore independently and also lead a team of sales personnel. 
Experience:2 -7 years 

Job Code: 32093869 


ASSISTANT MANAGER - SALES 

Teles India Pvt. Ltd. 

The incumbent should have good domain knowledge in 
PBX/Voice solutions/Data switches/knowledge of 
ISDN/VoIP, Communication platforms. He/She should be 
smart, aggressive and should possess good communication skills. 
Experience: 2 -7 years 

Job Code: 31979574 4 
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Finance Jobs 


EXECUTIVE- COSTING 

Ajanta Pharma Ltd. 

An ICWA qualified professional with relevant exposure in the 
area of cost accounting. The incumbent should have 
knowledge of Excise, DPCO, Sales tax, Octroi and other 
statutory norms. 

Experience: 1-2 years 

Job Code: 31971461 


ASSISTANT MANAGER - FINANCIAL OPERATIONS 
„Deloitte 
“You will supervise the day to day operations of reconciliations, 
financial control & employee notes and loans teams, Acquire a 
deep understanding of each of the above processes. Supervise 
the preparation of various reporting statements. 
Experience: 5-7 years 
Job Code: 31254618 


ASSISTANT MANAGER - TAXATION 

Star India Pvt. Ltd. 

We are looking for CA with around 4 years of post qualification 
experience in Taxation division from Big 4 or reputed MNCs. The 
candidate should have hands on experience in direct & indirect 
tax, cross border taxation, transfer pricing, assessments / appeals. 
Experience: 2 - 5 years 

Job Code: 32159724 


JASSOCIATE - STRATEGIC FINANCE & CONTROL PROCESS 
Galaxy Surfactants Ltd. 

Role involves monitoring of performance to budgets and 
integration of the budgeting process to the long range plan of 
the organization. You should have knowledge in costing, 
finance, budgeting, forecasting, and long range planning. 
Experience: 5-7 years 

Job Code: 32066399 


ASST. MANAGER - FINANCIAL PLANNING 

Interface Cybertech Pvt. Ltd. 

Job involves financial reporting and analysis, financial planning 

and forecasting, financial analysis, budgeting, corporate finance, 
d preparation of MIS reports. 

Experience: 2 - 5 years 

Job Code: 32070125 


ACCOUNTS EXECUTIVE 

Reliance Industries Ltd. 

Job involves bill passing, process payments, insurance accounting 
and pass accounting entries for interest receivable/payable, 
prepare and maintain record management, MIS report, ensure 
proper documents, bank reconciliation, ete. 

Experience: 3 - 5 years 

Job Code: 32020179 


HOW TO APPLY FOR THESE JOBS: 

|, Logon to www.monsterindia.com 

2. Click on “Search Jobs" link 

3. Type the job ID number in the "Keyword Search" field 
4. Click the “Search lobs” button 


MANAGER - FINANCE 

Continuum Solutions 

CA/ICWA/MBA Finance from a reputed B School, with 
experience in general finance / treasury accounting with good 
working knowledge of direct & indirect taxation & other 
commercial laws with good communication & analytical skills. 
Experience:5 - 7 years 

Job Code: 32020017 


ACCOUNTANT 

Diadem Enterprises Pvt. Ltd. 

We need an Accountant who has at least 2 years experience 

from any industry, with a strong understanding of accounting 
principles and with exposure to accounting packages like tally. 
Knowledge of tally versions 4.5, 5.4 and 6.3 are an advantage. 
Experience: 2-5 years | 
Job Code: 31973948 i 


BUSINESS CONSULTANT - BANKING | 
Fractal Analytics Ltd. ! 
Structure business problems and design solutions in the area of 
CRM, Marketing and Risk Management for retail banks. Design — 
decision strategies around analytics based solutions. | 
Experience: 2-5 years 

Job Code: 31988636 


HEAD - FINANCE 

GTN Group of Companies 

Finance Head's overall job objective is to manage, supervise and - 
control finances of the GTN Group of companies by ensuring — 
statutory compliances and financial reporting Responsibilities — 
include efficient management of finances and monitoring operation. 


Experience: 15 - 18 years 
Job Code: 31791628 


ASSISTANT MANAGER - FINANCE 

New Horizon Development Corp. 

The applicant should have experience in 

budgeting/ forecasting, financial analysis/ reporting, 
monthly/quarterly P&L, and balance sheet. You should be 
familiar with FEMA, service tax, sales tax and income tax. 
Experience: 2-5 years 

Job Code: 31972156 


SR. FINANCE MANAGER 

Pricol Corporate Services 

Candidate must have completed CA and must possess 
experience in the range of 5-8 years post CA. He/She will 
have managerial responsibilities and will leading a team of 
professional CA's. 

Experience: 5 - 8 years 

Job Code: 31842918 


© monster.com 
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E: tial Lib ary 
Management books that every manager ought to read. 


m COMPETITIVE STRATEGY = COMPETITIVE ADVANTAGE = THE COMPETITIVE ADVANTAGE OF NATIONS 
Michael Porter 

STRATEGY TURNED SEXY BECAUSE OF ONE HARVARD BUSINESS SCHOOL 
professor, Michael Porter. Published in 1980, Competitive Strategy is what 
has guided thinking of a generation of managers and made “five forces” 
part of every manager’s lexicon. In the sequel Competitive Advantage, 
Porter went on to look at how firms could sustain their competitive 
positions, while the third book examined what makes countries com- 
petitive and explained the phenomenon of “clustering”. 


= BUILT TO LAST = GOOD TO GREAT 

Jim Collins & Jerry Porras, Jim Collins 

THE FIRST BOOK IS THE STORY OF 18 COMPANIES THAT HAD CONSISTENTLY OUTPERFORMED 
the market over several decades. The secret of their success? Organisational values. 
These are what, the authors argued, define the raison d'etre of the organisation and 
remain constant, even as strategies and practices changed to reflect market realities. 
In the second book, which Collins authored alone, he looked at how companies that 
were not born with the perfect DNA (like those of Built To Last) could become great 
companies. This one-time Stanford professor is today is a hi-profile consultant. 





m MARKETING MANAGEMENT = KOTLER ON MARKETING 
Philip Kotler 


THE FIRST BOOK WAS PUBLISHED WAY BACK IN 1967 AND FORMS THE FOUNDATION OF 
marketing courses at most B-schools. Over the years, Kotler has revised the edition to 
include concepts like segmentation and positioning , besides techniques like customer 
relationship management. Kotler On Marketing, on the other hand, is derived from 
what the marketing guru and professor at Northwestern University’s Kellogg School 
of Business taught over a 20-year-period at his workshops around the world. The latter 
also talks about how to adapt to the new age of information-led marketing. 


m MANAGERS NOT MBAS: A HARD LOOK AT THE SOFT PRACTICE OF MANAGING AND MANAGEMENT 
DEVELOPMENT 

Henry Mintzberg 

THIS ISN'T THE ONLY BOOK THAT MIN TZBERG, A PROFESSOR AT CANADA’S MCGILL UNIVERSITY, HAS WRITTEN. 
(The Rise And Fall Of Strategic Planning, Strategy Bites Back, and The Structuring Of Organizations 
are some others.) But we recommend this one for its sheer contrariness. Far from glorifying mana- | 
gement education, Mintzberg takes it apart for overemphasising “the science of management, while 
ignoring its art and denigrating its craft, leaving a distorted impression of its practice". He would | NO 





^ 


rather have MBA programmes take in experienced managers, who are then encouraged to learn from E 4 


EM 





their own experiences. In a world swooning over MBAs, Mintzberg's is a sane voice. 
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= REENGINEERING THE CORPORATION 
Michael Hammer & James Champy 


IT'S THE BOOK THAT SPAWNED ONE OF THE MOST ENDURING BUZZWORDS IN THE CORPORATI 
world: reengineering. Hammer and Champy offered a simple premise in the book: That cor- 
porations had become inefficient because of decades of mass manufacturing engendered by the 
industrial revolution, and the only way to become competitive was to overhaul outdated processes 
and systems, and dramatically improve cost, quality and service efficiencies. The authors 
urged their readers to plan their organisational future from scratch and reengineer management 
as well, but unfortunately what most companies did was to downsize without reengineering. 





= CORE COMPETENCE OF THE CORPORATION « COMPETING FOR THE FUTURE 
Gary Hamel & C.K. Prahalad 


STRATEGIC INTENT AND CORE COMPETENCE BECAME POWERFUL IDEAS AFTER HAMEL AND PRAHALAD WROTI 
Competing For Tbe Future in the early-90s. In the book, which was preceded by an article in the 
Harvard Business Review (Core Competence Of The Corporation), Hamel and Prahalad encouraged 
companies to use stretch targets to gain competitive advantage, and clarified that core competencies 
were not core capabilities or technologies, but something that a company did much better than its 
competitors. Since then, many others have followed with their own definitions of core competence, 
but Hamel and Prahalad's work remains the most authentic. 





m THE ESSENTIAL DRUCKER = MANAGEMENT CHALLENGES FOR THE 21ST CENTURY 
Peter Drucker 


ein 


Th 


DRUCKER, TO PUT IT SIMPLY, IS THE FATHER OF MODERN MANAGEMENT. THI 
Essential Drucker is a compilation of everything important that he wrote over 
60 years of researching, consulting and teaching. Management Challenges... was 
published in 1999 and was immediately acknowledged as one of the most 

Drucker significant books of the decade. In it, Drucker, pushing 95, contends that we are 
now in an era of profound transition, where everything from income disparity 
to ageing population will impact business strategies. 


m IN SEARCH OF EXCELLENCE = THE FIFTH DISCIPLINE 
Tom Peters & Robert H. Waterman Peter Senge 


IN SEARCH OF EXCELLENCE IS WHAT YOU 
get when management thinking gets 
patriotic. Written at a time when 
Japanese companies were invading 
American markets, the authors set 
about finding examples of excellence 
in US Inc. Disney, IBM and GE are 
some of the companies featured in it. 





Essential 





IF TODAY WE TALK ABOUT LEARNING 
organisations as the most natural thing, 
it’s courtesy Senge, an MIT professor. 
According to him, there are five com- 
ponents to a learning organisation: sys- 
tems thinking, personal mastery, men- 
tal models, shared vision and team 
learning. It’s a book for all times. 





m THE BALANCED SCORECARD: TRANSLATING = THE FUTURE OF COMPETITION 
STRATEGY INTO ACTION C.K. Prahalad & Venkat Ramaswamy 


Robert Kaplan & David Norton 


FIRST WRITTEN ABOUT IN THE EARLY 
90s, The Balanced Scorecard proposed 
a new framework to translate strategy 
into action by setting goals along four 
“perspectives”: Financial, customer, 
internal business process, and learning 
and innovation. 


AS THE TITLE SAYS, THE BOOK IS A LITTLI 
futuristic, but there’s ample evidence 
already that the “next practice” in 
customer value creation (which the 
authors call *co-creation") is happe- 
ning. The good part: it pushes mar- 
keters to think out of the box. If 
R. SRIDHARAN 
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The 19th Century 


Once upon a time! Not so long ago, this was the scene at the Bombay Stock Exchange 


BIG BULL BROKER DIS- 
cretely doling out tips 
on hot buys, investors 
either making a killing 
or losing their shirts, 
an occasional financial scandal, even 
a bomb blast—sound familiar? Yes, 
we're talking about the Bombay 
Stock Exchange (BSE), but not in its 
present 28-storey, two-faced tower 
avatar. Rather, all these proverbial 
elements first played themselves out 
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over a century ago at the BsE— 
which completed 131 years last 
fortnight—the most glaring diffe- 
rence, of course, being that brokers 
didn't sit behind trading terminals, 
but under a banyan tree at Bombay 
Greens in the 1850s. (That tree still 
stands in Horniman Circle, a stone's 
throw away from the BSE building). 

The Big Bull of those early years 
was one Premchand Roychand, who 
led a group of brokers under the 


umbrella of The Native Share and 
Stockbrokers Association. By 1875, 
this motley bunch formalised their 
association, which came to be 
known as the Bombay Stock 
Exclíange. And thus was born the 
oldést stock exchange in Asia. 
Roychand, who was also known 
as the Cotton King in those days, 
pretty much controlled the mar- 
kets then and was also responsible 
for setting the rules and regulations 





DAYTRIPPING IN THE 19TH CENTURY HEALTH PEOPLE 








Speculation is easily one of the oldest professions. On the Bombay 
Stock Exchange, it started 131 years ago. sy PRIYANKA sANGANI 
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governing the exchange, some of 
which are in practice even today. 
Some of the earliest stocks that 
traded on the BSE were Mazgaon 
Land Reclamation, Back Bay and 
Port Canning shares that, thanks 
to the American Civil War from 
1861-1865, did really well. These 
were trading at huge premiums (the 
Mazgaon Land Reclamation share 
traded at a Rs 9,000 premium for 
some time) and business worth 
crores was done daily, almost all 
of it pure speculation. But this lasted 
only till the end of the Civil War. 
July 1, 1865 goes down in history as 
probably the first black day for the 
markets—hundreds of contracts 
(called ‘time bargains’) matured but 
couldn’t be honoured by buyers 
and sellers alike. The result was a 
crash, the first of many to come. 
For a long time, brokers con- 
ducted their business informally, 
out in the open, on the steps of the 
nearby banks. But the banks soon 


BSE through the ages: (clockwise 
from above) In 1993, brokers 
transacting at Bombay Greens in 
1840, and the old BSE building 
















started objecting to this as they felt it 
was affecting their business. It was 
only after this that the Sir Dinshaw 
Petit Native brokers hall was built, 
which was inaugurated on January 
18, 1899. The membership fee 
started as low as Rs 15, and has 
been regularly hiked over the years. 

Over the years, the BSE has 
grown in importance, getting increa- 
singly linked with the overall envi- 
ronment in the country. Subse- 
quently, there were slumps brought 
on by wars, fall of exchange rates, 
etc. On November 5, 1962, right 
after the Chinese invasion, the mar- 
kets went into a free fall and were 
closed indefinitely for a week. To 
keep with the growing number of 
members, the then Finance Minister 
Morarji Desai laid the foundation for 
a new building on May 16, 1968. 

Although the BsE had been 
around for over a century, the BSE 
Sensitive Index or the Sensex as it's 
known, came into being as late as 
January 1986. The main reason for 
this was the lack of an indicator, 
which reflected the mood of the 
market. Initially, it was calculated at 
the end of every trading day, but 
with the BSE becoming computeri- 
sed, it has since been updated every 
few minutes. The way people trade 
has changed too—from the open 
outcry system to a high tech com- 
puterised and organised system. 

What remains the same is a 
modern day Premchand Roychand 
handing out tips. And the circle of 
speculation, which creates million- 
aires and paupers overnight. 
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KAPIL 


TREADMILL 
A STRETCH IN TIME 





depict are stretches. The first one, where the palm of one hand is shown 

being bent backwards is a stretch that targets the muscles of the fore- 
arms. The second one, where the elbow points upwards, is a stretch targeting 
the triceps. The third, where one arm is stretched across the chest and pres- 
sure is applied on the elbow, is a stretch for the shoulder muscles. These are 
just examples of stretches that target three muscle groups. There are stretches 
that target every muscle in the body, most of which are easy to do. 

Why am I jabbering about stretches? Because they are the most overlooked 
part of any exercise regime. Stretching before and after exercising acts as warm- 
ups and cool-downs, respectively, and is proven to minimise sport and exercise 
injuries. Muscles that aren't warmed up are more prone to rupture than those 
that are. Warm-ups increase the circulation of blood to the muscles that are 
being stretched and thus prevent injuries later during, say, a weight training 
session that follows the stretching. Moreover, stretching also increases flexi- 
bility of muscles and, hence, improves physical fitness. 

A good muscle stretch is when a nerve in the muscle triggers a reflex, 
making the muscle resist the stretch—stretch reflex. Stretches relieve 
muscle tension and allow the muscle to relax and cover a greater range of 
movements with more flexibility and less stiffness. 

Besides a full body stretch before an exercise session, stretching is also use- 
ful during weight-training exercises. As a rule, try and stretch the muscles 
employed during an exercise after every two sets of the exercises, Thus, if 
you're bench-pressing, do two sets and then stretch your chest muscles before 
your do your third stretch. 

There are some ground rules, though, for stretches. First, don't over- 
stretch your muscles; stop at the point that the stretch begins to hurt. 
Second, don't hold your breath but breathe normally during stretches. 
Third, don't rush your stretches by jolting your muscles sharply; make the 
movement slow and gradual. 

Many instructors/trainers suggest extra focus on stretching muscle 
groups that you are likely to use more during your exercise session. Thus, 
if you are planning to do squats for your thighs and glutes, stretch your thigh 
muscles before you begin; if you're exercising your arms, focus on stretches 
that target your triceps, biceps and forearms. Another tip: in a full body 
stretching session, begin by stretching the largest muscles of your body first. 
The largest muscles in your body are your quadriceps and glutes (thigh and 
butt muscles) and latissimus dorsi (back muscles). 


T* THREE CONTORTIONS THAT THE ILLUSTRATIONS WITH THIS COLUMN 


MUSCLES MANI 


write to musclesmani@intoday.com 


Caveat: The physical exercises described in Treadmill are not recommendations. Readers 
should exercise caution and consult a physician before attempting to follow any of these. 
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ALL ABOUT 
HEARTBURN 


VER HEARD OF HEARTBURN? NO? 

How about gastric attack? 
Well, in medical terminology, 
there's no such term as gastric 
attack; what people call a gastric 
attack is actually heartburn, 
according to Dr Sanjay Sikka, 
Senior Consultant at the depart- 
ment of Gastroenterology & 
Hepatology, Indraprastha Apollo 
Hospitals, Delhi. Here's a quick 
primer on the ailment: 


Heartburn ain't heart attack: 
People often confuse heartburn 
with heart attack since the sym- 
ptoms are similar, but the for- 
mer is merely a digestive problem. 
It is caused by stomach contents 
regurgitating into the oesophagus, 
which, unlike the stomach, isn't 
made to withstand acid present in 
the stomach to digest food, and so 
gets irritated and inflamed. Why 
does this happen? It happens if a 
muscle at the bottom of the oeso- 
phagus that helps retain acid in 
the stomach malfunctions. 


Symptoms: Burning pain in the 
centre of the chest (especially 
after eating) and in the throat, 
sour or bitter taste in the mouth, 
difficulty in swallowing, pain in 
one or both hands, belching, etc. 


Causes: Heartburn is usually 
caused by erratic work hours, 
smoking, drinking alcohol, obesity, 
and a diet heavy on food rich in 
fats and spices. 


Treatment: Antacids can provide 
some relief. However, if the symp- 
toms are severe or there are com- 
plications and medical treatment 
doesn't help, doctors may rec- 
ommend surgery. 


Prevention: Heartburn can be 
prevented by including fibre in 
the diet, eating smaller, more fre- 
quent meals, and reducing the 
intake of acid-stimulating foods 
and beverages. 
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Two To Tango 


S PAIRS GO, THIS ONE COULDN'T BE STRANGER. 
Aon is a public sector behemoth, and the 
other, the world’s biggest steel player. One is 
weighed down by government rules and over- 
sight, while the other is still run like an entre- 
preneurial shop. But in the end, their common 
dreams have brought them together. Oil and 
Natural Gas Corporation’s (ONGC) Subir Raha 
(left) wants to build energy assets outside India, 
while Mittal Steel’s L.N. Mittal, after having 
tasted blood with one commodity, wants his foot 
in the door of another, but a far more valuable, 
one. Ergo, the ONGC-Mittal Investments Sarl 
joint ventures, ONGC Mittal Energy and ONG 
Mittal Energy Services, will acquire oil and gas 
assets in countries where the steel giant has a 
presence. Says Mittal: "It is the beginning of a 
journey for a more energy-secure India." Adds 
Raha: "The Jv will be a benchmark of private 
and public sector partnership." Let's hope so. 


Prized Catch 


HE HOTTEST STORY DOING THE ROUNDS OI 
Bangalore’s rr circles is how Wipro's Azim Premji 
is trying to woo McKinsey’s Rajat Gupta as a 
replacement for the tech giant's recently departed 
CEO, Vivek Paul. Wipro's well-wishers are salivating at 
the prospect, but the story—like so many others that 
get floated in the software capital's hyperactive com- 
munity—seems suspect. Sources 
at Wipro, of course, dismiss the 
story outright, and an e-mail 
sent to Rajat Gupta's office 
in New York did not elicit 
any reply. But it's easy to see 
why the rumours have gen- 
erated so much interest 
within and without 
Bangalore. After all, 
the idea of a man 
like Gupta 
heading Wipro 
is seductive. 
Whether or 
not that’s real- 
istic, is a dif- 
ferent issue. 
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Supporting Role 


E MAY NOT BE AS AGGRESSIVE AS PVR’S AJJAY BIJLI IN 
Hi multiplexes, but Shringar Cinemas’ 
Shravan Shroff, 34, is getting the investor’s vote just 
the same. Recently, Singapore’s Temasek bought 
14.9 per cent stake in Shringar Films from another in- 
vestor, GW Capital. While Shringar gets no money 
from the deal, it becomes Temasek’s first investment 
in India in the entertainment space. Will Temasek open 
doors to markets elsewhere? It may, but Shroff says 
that “our focus at present is on India”. Watch him. 


\ 





- Papa's Pride 


HERE ARE TWO THINGS DISTINCT ABOUT THI ame 


Essar-BPL Communications deal. One, it’s 
the biggest in Indian telecom. Two, it was 
driven by one of the youngest dealmeisters on 
D-Street. Meet Vishal Kompani, the 28-year-old 
son of J. M. Morgan Stanley Chairman Nimesh 
Kampani. A London Business School grad, 
Kampani Jr. started with Morgan Stanley in 
New York in 1999, before returning to join his 
father's firm a year later. *The hardest part of 
the deal was to properly handle the interests of 
various parties in a fair manner, since most of 
them are well know to us," says Kampani of the 
deal that's clearly put him in the limelight. 
While he enjoys investment banking, his ambi- 
tion is to do “something broader" in the fi- 
nancial markets. Papa Kampani, it seems, can 
now retire in peace. 


Takeoff Troubles 


IR-INDIA (A-I) AND INDIAN AIRLINES (IA) HAVE ALWAYS 

been the preferred poaching grounds for private air- 
lines. But the dogfight in Indian skies is proving too costly 
for A-s V. Thulasidas. Last fornight, the Chairman and 
Managing Director of the flag carrier was forced to sus- 
pend flights of low-cost subsidiary Air-India Express 
between Delhi/Mumbai and the Gulf states. Reason? 
“Desertion” by the new airline's pilots. Apparently, 
eight of them—comprising six commanders and two first 
officers—have quit to join a new private sector airline 
without giving the requisite six-month notice. A-1 refused 
to comment on its next move, but when last heard 
Thulasidas was desperately looking for replacements. 
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Switching Sides 

ILL RECENTLY, NIGEL HARWOOD WAS AIRBUS’ FACE IN 

India. Now, as the Coo of Kingfisher Airlines, he'll 
be the man responsible for delivering on Vijay Mallya's 
ambitious plans. Although Harwood, 40, has no air 
line experience, he thinks switching from an aircraft 
seller to an airline operator is a great idea. Says th 
British engineer, who first came to India 15 year: 
ago to sell Rolls-Royce’s jet engines: “With all the 
widebodies that the airline has ordered, the futur 
should be very exciting.” Not to mention that 
won't be half as hard as selling planes to the Gol. I 
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Keeping The Faith 


Customer loyalty, in today's world of discounts and freebies, may appear difficult to 
achieve. But Lawrence Crosby doesn't think so, and shows the way at the 
Business Today Knowledge Management Forum. BY AMANPREET SINGH 


OU COULD BE A HARLEY DAVIDSON FAN (THERE- 

fore, a tattoo is in order). Then, you may 

not. Either way, there's no denying the fact 

that if loyalty to a brand were to be defined 

succinctly, the word *Harley" would suffice. 
However, even Harley had its bad days. The cult bike 
company almost went out of business in the 1980s, and 
in a move to save its neck, and the business, Harley crea- 
ted H.O.G. (Harley Owners Group), a platform for 
Harley riders to interact and share their passion for the 
brand. This initiative reignited the flagging interest in 
the company and its bikes, and revived its business. 
Today, the wait for a Harley is a year long. And with 
over 900,000 members in its fold, H.O.G. is probably 
one of the most recognised examples of what a sound 
customer loyalty programme can do to the fortunes, and 
brand loyalty, of a company. 

As Lawrence A. Crosby drove home the point on 
Harley to the audience, heads bobbed. Crosby, after all, 
should know a thing or two about customer loyalty. The 
founder and CEO of Symmetrics, the global practice in the 
area of customer loyalty of Synovate (the market research 
arm of communications behemoth, Aegis Group Plc.), 
he is a recognised expert in the field, having worked with 
companies around the globe on customer loyalty 
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programmes for over 30 years. In India for the Business 
Today Knowledge Management Forum in New Delhi on 
July 12 and Mumbai on July 14, organised by Br in asso- 
ciation with Synovate and Avaya Global Connect, 
Crosby addressed a select gathering of senior and mid- 
dle-level managers of India Inc. at Delhi's Marriott 
Hotel on the theme “Raising the bar: Increasing your 
return on customer loyalty". On the occasion, Pavan 
Varshnei, Publishing Director, Business Today, said: 
"The goal of the gr Knowledge Management Forum is 
to define issues, provide commentary by experts, and set 
the agenda for evolving best practices." 

“To raise the bar and move an organisation forward 
requires embedding customer loyalty into the fabric of 
the organisation," declared Crosby. Harley wasn't the 
only example he used to prove the truism behind this 
statement. Cirque Du Soleil, Apple, Nike, Starbucks and 
South West Airlines were other notable instances he 
touched upon to demonstrate the fact that compa- 
nies in the Us, and elsewhere, were increasingly achie- 
ving their marketing and financial objectives through 
customer loyalty programmes. Defining customer loy- 
alty as "a behavioural predisposition on the part of the 
customer to respond favourably towards the brand/com- 
pany consistently and across situations", Crosby pointed 
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Business Today's Publishing Director Pavan Varshnei 


out that it was increasingly becoming the centrepiece of 
business strategy. Having interviewed over 500 CEOs 
worldwide on their top business priorities, Crosby 
had arrived at a rather interesting conclusion. Among 
the priorities laid out, sustained topline, somewhat 
predictably, came out tops with 51 per cent of the 
CEOs considering it the most important, followed by 
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adaptability (45 per cent), and customer loyalty in 
third position (41 per cent). 

So, is customer loyalty an abstract concept, which 
cannot be laid down in black and white? Is it something 
you can only hope to achieve through better marketing 
and higher service standards? Not so, if you went by 
Crosby's analysis. To gain customer loyalty, Crosby 
advised companies to follow a three-step process: mea- 
sure, model and manage. “Measure” entailed creating a 
performance matrix of touch points that a particular 
organisation can be measured by; “model” meant crea- 
ting statistical approaches to measure customer loyalty; 
and “manage” is a process of creating an atmosphere 
within the organisation that would align it and its 
employees to customer loyalty. There's a caveat, though, 
as Crosby warns: *No single study works; there has to 
be an integrated measurement system that looks at all 
touch points that influence customer loyalty." 

The seminar wasn't a one-man sermon, though. 
The senior and middle-level managers in attendance 
also put up their queries for the expert to answer. 
Rishabh Mehrotra, General Manager (Marketing), 
ACL Wireless, wanted to know how he could ensure 
customer loyalty in a business-to-business environ- 
ment, which inevitably entailed lack of control over 
franchisees. Crosby suggested leveraging an individual 
franchisee by exercising strict control over quality. 
However indirect, all customer interactions were 
touch points that gave his company opportunities to 
improve. Then, Raji Chandru, Deputy General 
Manager (Patient Services), Indraprastha Apollo 
Hospitals, wanted to know how different services in a 
hospital could be measured by a standardised yardstick. 
To which Crosby's answer was: all services could 
have different measurements, but the standardised 
yardstick must be attentive patient care. Some of the 
attendees also touched upon their own experiences in 
enhancing customer loyalty. Amit Sinha, Director 
(Marketing) at Avaya Global Connect, spoke of how 
Avaya concentrated on relationship management after 
parting ways with Tata Telecom. “We realised our forte 
was customer relations and we were further aided 
on the technology front by Avaya," said Sinha. 

A parting thought here. For those who believe that 
purchase decisions in India, particularly rural India, 
are based primarily on cost considerations, Crosby has 
an observation to make. “After seeing washing machi- 
nes displayed in sitting rooms in rural India and 
talked about with great pride, we reached a conclu- 
sion that a purchase decision has more emotional 
motivation here in India than in the West," he said. 
According to Crosby, in emerging markets, all other 
factors being nearly equal, emotional motivation is the 
single biggest deciding factor behind a purchase. Ell 
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bt leadership secrets 





Leading Is Learning 


S.B. GANGULY, Executive Chairman & CEO, Exide Industries 


OOD LEADERS ARE MADE, NOT BORN., A 

successful leader is one who moti- 

vates and guides the organisation to 
perform at levels beyond expectation and 
keeps making people want to surpass them- 
selves, not out of compulsion, but of their 
own accord. 

Knowledge, skill and perseverance are 
essential, true, but a clear vision is of para- 
mount importance for anyone aspiring to be 
the driving force in the corporate world. 
Besides being able to propel, direct, organise 
and co-ordinate activities, the ideal leader 
should also have a strongly entrenched sense 
of ethics and values, so that those around him 
respect him. 

It is always better to be a rolling stone and 
not get bogged down by rigid mindsets. 
Bolder, better and quicker decisions are 
extremely necessary. I also feel the need to 
tap the latent potential of the workforce. 
A true leader should lead from the front by 
setting benchmarks and then surpassing 
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them. And he should also be able to inspire 
confidence in his people, which shall egg 
them on to follow his example. 

Democratic leadership has become the 
catchword of corporate houses the world 
over. But unless the leader selects a proper 
group to assist him, decisions may get lost in 
a muddle of diverse opinions. A *feel good" 
factor is essential for any organisation to 
function properly. So, each member of the 
workforce should feel wanted and the leader 
should be an inspiring presence all over the 
organisation, whether nationwide or world- 
wide. This, in turn, helps build teamwork and 
results in a successfully coordinated effort. A 
leader should also delegate responsibilities to 
the right person at the right time for any 
organisation's betterment. 

Leadership is no easy task. Hard work 
and patience need to be coupled with intel- 
ligent decisions to create success stories. 
Finally, never look at leadership as a closed 
process: leading is also learning. @ 
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From The Editor 


HAT HAPPENED IN MUMBAI IN THE LAST WEEK 

of July is a rude reminder to corporate India 

about what poor infrastructure can do to busi- 
ness. The rainfall on the fateful day of July 26 may 
have been unprecedented but Mumbai's citizens, the 
business community and the city's governing authorities 
were caught totally unaware. Business Today's estimate 
of the losses is Rs 20,000 crore—and we've been con- 
servative about that figure. While what happened in 
Mumbai could probably not be anticipated, what could 
have been avoided is the unpreparedness for a calamity 
of this order. Mumbai's drainage and sewerage system is 
under tremendous pressure. So is its living and working 
space. According to one estimate, 250 families with an 
average of five members, migrate to the megapolis every 
day! Coping with such demands on the city's infra- 
structure may not be easy but putting in place a robust 
disaster management system is an imperative. For our 
cover story, Associate Editor Priya Srinivasan and a 
team of BT reporters assessed the losses business and 
industry suffered because of the debacle in Mumbai. 
We also looked at five other cities— 
Delhi, Kolkata, Bangalore, Chennai 
and Hyderabad—all of which have 
infrastructure straining at the seams. 
Be it power, water supply, trans- 
portation or demands on real estate 
space, all our top cities are sitting 
on a tinder box and it is time that 
their administrators as well as busi- 
nesses that thrive in them sat up 
and took the initiative to improve 
matters. Today it is Mumbai; tomorrow it could be 
any of our leading cities for business. 

When the world's leading private equity funds move 
in droves to a market you know that things are hotting 
up. India is now the sizzling favourite of global pri- 
vate equity funds and venture capitalists. Some of the 
biggest names in the business have either set up shop in 
India or have plucked high-profile names from corporate 
India to head their operations there. In our 16-page spe- 
cial on the private equity/venture capital industry, 
Deputy Editor R. Sridharan provides what is probably the 
most exhaustive report on the state of the sector, the 
main players and future trends. Don't miss it. 

Oracle, the world's biggest enterprise software giant, 
has struck a deal to acquire i-flex, India's premier financial 
software products major. We get you on the inside track 
of the deal—how it was struck and what it will mean. 

Barely two months after the two Ambani brothers 
formally separated, Mukesh Ambani broke his silence 
to announce a Rs 50,000-crore investment plan for his 
petrochemicals business. We bring you a report on the 
future of Reliance. 
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The Global Indian! 

Your cover story M@M’s New World 
(Br, August 14, 2005) did a remar- 
kable job of highlighting a world- 
class Indian entity that, unlike 
its counterparts like 
Tata Motors and 
Maruti, hasn't received 
much media coverage. 
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> 
Creating lasting impressions 


Although Anand Mahindra is and 
always has been a media-savvy CEO, 
yet it’s only now that his company, 
which has slowly but ambitiously 
started venturing out into foreign 
soils, is getting the attention it truly 
deserves. So, what is or will be 
M&M's biggest advantage on a global 
stage? Did anyone say cost? 

KUMAR H. PALAN, through e-mail 


Apropos your cover story Mé&M’s 
New World (Br, August 14, 2005), 
Who knows, M&M could soon 
become the world's biggest auto 
component off-shoring company. 
It will be interesting to see if, in a 
few years, more than 50 per cent of 
crop cultivation worldwide is done 
with the help of M&M tractors. 
SANTOSH YADAV, through e-mail 


Your cover story MéM’s New World 
(BT, August 14, 2005) establishes a 
fact about Anand Mahindra—he 
not only collects maps but also 
knows how to put his organisation 





India’s Richost 
| Business Families 


O-street’s 


Inty's Senior 
Management Crisis Reigning Bu 


on the world map. M&M's BPO ini- 
tiatives as well as its various acqui- 
sitions are steps in the right direction. 

SUNITA MITTAL, through e-mail 


Of Mills And Prices 
Apropos your story Mill Land 
Mania (Br, August 14, 2005), one 
definitely needs to keep a close eye 
on the prices of mill land, which 
are shooting through the roof. Prices 
upwards of Rs 10,000 per sq. ft 
are unrealistic and will result in 
higher rentals and fewer takers in 
case malls come up. 

G. VENKATARAMAN, through e-mail 
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Investor Friendly? 
One of the most interesting articles 
of recent times was unfortunately 
undone by glaring fallacies in BT's 
*gruelling" selection process (India's 
Most Investor Friendly Companies, 
BT, July 3, 2005). Firstly, “regular 
dividend distribution"—Aa good divi- 
dend policy is one that sensibly 
relates a company's internal fund 
requirements to its payout—seen 
as a percentage of profits rather 
than as a percentage of face value. 
Face value is an archaic concept 
and a 100 per cent payout on face 
value may translate into a 5 per 
cent distribution of profits and pos- 
sible hoarding of cash. Secondly, is 
timeliness of quarterly reporting so 
important? Rather, isn't the quality 
and timeliness of disclosures in a 
company's annual report, arguably 
the most widely read corporate doc- 
ument, more relevant? What about 
other investor communication like 
website information? Finally, while 
return to investors obviously creates 
shareholder wealth, it is entirely 
unrelated to investor friendliness— 
does the vagaries of the market 
determine this? I have great respect 
for the companies highlighted, but 
for entirely different reasons! 

C. SETALVAD, through e-mail 
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Three Cheers For Reforms! 


literally and figuratively. The country’s three top full 
service domestic airlines, Jet Airways, Indian Airlines 
and Air Sahara, recently announced that they were 
scrapping their respective Apex schemes, which allowed 
passengers to buy tickets at discounted rates, and 
replacing them with Bucket Fares, which enables them 
to fly at even cheaper rates. This is probably the first 
time in India’s history that a Y-class seat on an aircraft 
is available at a price lower than the cost of an AC Il-tier 
train berth. The exact contours of the schemes aren’t 
important. The point 
is: air travel today is 
accessible to many 
more people than was 
the case even a decade 
ago. And more and 
more Indians are using 
this opportunity to log 
air miles. This is a 
direct result of compe- 
tition from low-cost 
carriers, which offer 
such fares. 
It’s an axiom. 
Lower prices, accept- 
able quality and easy 
availability always 
increases the market 
size. Everyone gains in 
the process—the con- 
sumer, the seller and 
the government. This 
story is repeated across 
sectors. The government's pathetic attempts to take tele- 
phony to the masses failed spectacularly under socia- 
lism. In the first 45 years of Independence, the coun- 
try achieved a tele-density of a miserable 0.6 per cent. 
Those who lived through those times will remember 
how it took months, and sometimes even years, to get 
à connection and how difficult it was then to connect 
with anyone. Contrast this with the situation now: tele- 
density has jumped 16-fold to 9.6 per cent in the 12 
years since the sector was opened up to competition. 
Just look around: even the neighbourhood chai-wala 
probably has a mobile phone. Driving this boom is the 
fact that Indian call rates are among the lowest in the 
world—again the direct result of the competition that 
economic reforms have ushered in. The country’s 
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housing sector, too, is booming; as is the automobile 
sector. Rising income levels, as a result of greater eco- 
nomic opportunities, is just one part of the story. The 
other part involves the availability of easy bank loans, 
once again a result of the liberalisation of the financial 
services sector. Thanks to the boom in these two sec- 
tors, the government's social goal of providing every 
Indian with a roof over his head is no longer in the 
realms of the impossible. 

Wait a minute. Are we trying to replicate the 
much-maligned and highly plutocratic “India Shining" 
argument? Yes and no. 
Yes, because India is 
really shining for a 
large minority of its 
citizens. No, because 
if India is not shining 
for others, it's because 
they have not yet been 
touched by economic 
reforms. The only way 
to put some shine into 
their India is reach the 
benefits of economic 
reforms to them asap. 
That means we need 
labour reforms, pen- 
sion reforms, power 
reforms, agricultural 
reforms and personal 
law reforms. And one 
direct consequence of 
more reforms will be 
less government. As 
India’s success in the information technology sec- 
tor—which boomed without a dedicated govern- 
ment department to oversee its affairs—shows, that’s 
not such a bad thing. In fact, the Indian model of 
governance has led not to the empowerment of the 
people, but to the rise of statism and crony capitalism, 
with all their attendant ills. Several reports have 
forecast the emergence of India (and China) as the 
two new powerhouses on the global scene. To realise 
that potential, the country has to empower its masses. 
That can only happen if the government rolls back the 
heavy hand of the state. As the examples at the 
beginning of this edit show, Indians can work won- 
ders if given a free hand. And more reforms will 
give him just the space he needs. fl 
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The Dialectics Of 
A Red Dilemma 


The Left in India, despite its strident image, is going through a process of soul 
searching. Will it find a middle ground? BY ARNAB MITRA 





HE DIALECTICS ARE BECOMING INCREASINGLY 

difficult to decipher. Classical Marxism pos- 

tulates that when an idea (Karl Marx called 

it thesis) clashes with an opposing ideal (the 
anti-thesis), what emerges is not the victory of one over 
the other, but a synthesis, which combines the best of 
both the worldviews. This synthesis is the result of class 
struggles; but over time, this becomes the new thesis, 
clashes again with its anti-thesis to form another syn- 
thesis. The process carries on till a perfect society, the 
so-called Marxist Utopia, emerges. And India, we 
were told by knowledgeable Left-wing scholars, was still 
some way from this (supposedly) ideal state of exis- 
tence; as a result, the class struggle against the bour- 
geoisie would have to carry on. 

But now, it emerges that the vanguards of the 
Indian class struggle, the Communist Party of India 
(Marxist) or CPI(M) and its smaller co-traveller, the 
Communist Party of India (CP), may not actually be the 
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guardians of the Marxian anti-thesis after all. For even 
the two monolithic Red parties seem to have been 
inflicted by that most bourgeoisie of all vices—dissent. 
To be fair to them, disagreements between com- 
rades have still not reached the epidemic proportions 
they have at other points of the political spectrum 
(except in Kerala, where senior apparatchiks jockey 
for position and pelf with as much gusto as 
Congressmen), but there’s a clear clash of ideals 
between the liberals and the hardliners. 

Sample this: senior CPIM) leader and Marxist icon 
Jyoti Basu tells the media that Prime Minister 
Manmohan Singh’s statement in Parliament on the 
Indo-us nuclear deal is “generally all right". The very 
next day, the party's new General Secretary Prakash 
Karat says his party has “some reservations" about it. 
CPI(M) Politburo member Brinda Karat vehemently 
denies that Basu had ever "given the deal a clean 
chit”. “Our stand is very clear. Our MPs have spoken 


be 


against the deal in Parliament; our General Secretary has briefed the 
media on it,” she says. 

The party’s stand on the privatisation of public sector undertakings 
(PSUs) is also full of contradictions, indicating a tussle to find a middle 
path between the pro-changers and the no-changers. The party (and, 
indeed, all the other constituents of the Left Front as well) used its clout 
with the UPA government to halt the sale of a 10 per cent stake in power 
equipment maker BHEL (Bharat Heavy Electricals Ltd), but thinks 
nothing about making repeated attempts to sell the Great Eastern Hotel 
in Kolkata and other state Psus in West Bengal. 

Shyamal Chakraborty, President of the West Bengal unit of the crru 
(Centre for Indian Trade Unions), the CPI(M)'s trade union arm, and its 
national Vice President, sees no contradiction in these two seemingly 
irreconciliable stances. “We are against the sale of profitable or 
potentially profit-making Psus. Social ownership of these must continue. 
But we don’t oppose the privatisation of perennially loss-making 
units (which is what Great Eastern Hotel is),” he says. But the Central 
government, which had planned to divest 10 per cent in BHEL, would 
still own a 57 per cent stake in company after the proposed sale, thus, 
retaining its public sector character. How can this be termed “pri- 
vatisation”? The fear, apparently, is that if the Left allows the govern- 
ment to sell 10 per cent today, it might sell another 10 per cent 
tomorrow. “It’s nothing but creeping divestment,” says Brinda Karat, 
explaining her party’s opposition to the proposal. 

In West Bengal, too, the CPI(M) seems to be pulling in two different 
directions. And here, too, the clash is between those who want to tailor 
its responses to the democratic aspirations of the people and those who 
want to retain its pristine class character. The flashpoint was the 
passage of the West Bengal Land Reforms (Amendment) Bill, 2005. The 
moving spirit behind the Bill, which would have diluted agricultural land 
ceiling in the state and made it easier to acquire farmland for indus- 
tries, was Chief Minister Buddhadeb Bhattacharjee himself. Leading the 
opposition to it was state Land Reforms Minister Abdul Rezzak 
Mollah, whose job it was to pilot the Bill through the state Assembly. 
The upshot: the Bill’s passage has been blocked, putting a question mark 
on Bhattacharjee’s much touted efforts to attract foreign direct 
investment to the state, Despite efforts to muzzle him, Mollah told the 
media that he was unhappy with some of the provisions in the Bill. 
There are whispers that he would not have dared to take on the 
Chief Minister and other party bigwigs without the blessings of some- 
one big in the party’s central establishment. 

The Marxists are clearly caught in a cleft between the political com- 
pulsions of moving with the times and the ideological imperatives of 
a dogmatic and doctrinaire faith. The dialectic, then, is veering 
around to finding a middle ground between these two positions. A 
senior party leader sums it up: “The pressure for change is coming from 
the states (read: West Bengal and Kerala) where people want deve- 
lopment, not dogma. These units are run by leaders who have their 
hands on the pulse of the people. The resistance is mostly coming from 
the Central leadership, which has little touch with ground realities.” The 
pro-changers are on the ascendant in Kerala; they are gaining ground 
in West Bengal. If dialectic materialism is indeed the science it is 
made out to be, then the next synthesis should take the Reds closer to 
a shade of pink. And that will be good news for everyone concerned. 
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Farm growth: A washout on the cards 


ECONOMYDP 


It Never 
Rains But... 


HAT YOU WIN ON THE SWINGS, 
W you lose on the roundabouts. 
The Indian Meteorological 
Department announced on August 
3, 2005, that none of the country's 
36 sub-divisions had recorded 
scanty rainfall. The total precipita- 
tion between June 1 and August 3, 
2005: 506.4 mm, compared to the 
average of 484.4 mm. The rider: 
excess rains have wreaked havoc 
in parts of Maharashtra, Gujarat 
and Madhya Pradesh, and could 
spread to other states such as 
Jharkhand, Orissa and Karnataka. 
The result: the kharif crop could 
be affected. Rice and cash crops 
such as sugarcane, oilseeds and 
cotton are likely to be impacted. 
But all is not lost. A 2.2 per cent 
rise in cropping area will offset 
some of the losses. And, since the 
cropping season is still not over, 
there’s hope that losses can be 
minimised. Says Chetan Ahaya, 
Chief Economist at brokerage firm 
J.M. Morgan Stanley: “Flat agri- 
cultural growth will retard the over- 
all economic growth rate by 0.75 
per cent; negative farm growth will 
bring it down by a full percentage 
point.” The Reserve Bank of India 
has predicted a 7 per cent growth 
for 2005-06. Let's hope the farm- 


ers do their bit. 
ASHISH GUPTA 
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Oil On The Boil—Again 


Bloodied bottom lines, supply worries and a market in the grip of speculators make 
another round of hike in oil prices inevitable. BY ASHISH GUPTA 


O* AUGUST 2, 2005, A DAY 
after the announcement of 
the death of Saudi king Fahd bin 
Abdel Aziz, the West Texas 
Intermediate—the benchmark 
for crude prices in the world— 
touched $ 61.6 (Rs 2,710) a bar- 
rel, the highest in the last 25 
years. But the bigger worry for 
most countries was the fear of 
crude prices shooting up even 
further as more and more west- 
ern countries start stocking up for 
the long winter ahead. Adding to 
the problem is growing instability 
in the oil producing regions— 
all the way from the Persian Gulf 
to Nigeria to Venezuela. 

That the era of cheap oil— 
$20 to $30 (Rs 880 to Rs 1,320) 
a barrel—is over is something 
most analysts agree on. “It has 
much to do with the increase in 
the cost structure of exploration 


and production (E&P) compa- Crude crisis: Pull out some more of that 


nies,” contends Subhomoy 

Mukherjee, Head (Oil & Gas) Research, ICRA. Reason: 
easy onshore oil is no longer available. Still, he believes 
that $60 (Rs 2,640) a barrel is a little too much. 

Such high crude prices are bad news for an import- 
dependent country like India. The oil import bill, 
which was around Rs 59,427 crore in 2001-02 almost 
doubled to Rs 1,17,032 crore in 2004-05, and is 
expected to touch Rs 1,80,000 crore this year. As 
long as the government continues to hold down the 
prices of petroleum and petroleum products, the coun- 
try is saved from the impact of high inflationary pres- 
sures. But some easing of pressure could have a cas- 
cading effect in most sectors of the economy. The 
government, however, is holding prices down by ask- 
ing the oil companies to absorb the increasing prices and 
not pass them on to consumers. The consequence is 
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predictable: bottom lines of most 
refining and marketing compa- 
nies have been bloodied. In the 
first quarter of this financial year, 
the four public sector refining 
and marketing companies— 
Indian Oil Corporation, Bharat 
Petroleum, Hindustan Petroleum 
and iBP—racked up cumulative 
losses of around Rs 9,600 crore. 

"Frontline refining and mar- 
keting companies are likely to 
lose Rs 40,000 crore because of 
under recoveries by the end of 
this financial year," Petroleum 
Minister Mani Shankar Aiyar 
told Parliament on August 2, 
making a plea for a hike in fuel 
prices. The last hike in domes- 
tic prices on June 21, 2005, 
hasn't helped the cause of these 
companies much either. It was 
just enough to cover 50 per 
cent of the total cost of pro- 
duction, when crude prices 
were ranging between $50 and 
$55 (Rs 2,200 and Rs 2,420) a barrel. 

What'll happen to the oil companies if prices of 
kerosene, LPG, diesel and petrol are not allowed to 
be raised? “Apart from the pressure on their operating 
profits, oil companies are going to face the brunt of 
higher working capital requirements because of 
increased crude prices," cautions Mukherjee of icRA. 
Besides, the major investment plans of these companies 
may have to be put on the back burner for the time 
being. And that’s not a happy decision either for the 
company or the country so desperately searching for 
energy security. With the Left refusing to budge on the 
petroleum pricing issue (it will only allow a nominal 
hike) and a cash-strapped government unwilling to 
take on the subsidy burden, it seems that the hapless oil 
companies will continue to haemorrhage. 
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It's Not Cricket, DD 


Prasar Bharati wants free money from cricket. 
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Sports coverage: Prasar Bharati googly stumps private broadcasters 


LE CRICKET IS A RELIGION IN THIS COUNTRY, THEN IT’S GETTING 
too communal. The government's move to bring about a legis- 
lation that will make the telecast of sport events of “national 
importance" on Doordarshan (DD) mandatory, has raised the 
hackles of private broadcasters. Their argument: Not only is 
the decision against the basic laws of free and fair trade, it will 
also make their battle for survival difficult. What sports 
broadcasters have at stake is over Rs 500 crore of annual ad 
revenue and Rs 600 crore of subscription revenue. No chump 
change, considering India contributes more than 60 per cent 
of ESPN Star Sports' ad revenues from the entire Asia-Pacific 
region. And of this 90 per cent comes in by selling Indian 
cricket, *exclusivity of which is important, as all channels 
are competing for the same set of eyeballs and advertisers", says 
R.C. Venkateish, Managing Director, Ten Sports. 

Why doesn't Prasar Bharati bid for the telecast rights, instead 
of trying to wrangle them from competitors? “It doesn't make 
sense for us," says its Director General, Naveen Kumar. *We 
would be wasting our funds if, for example, we bought an entire 
English cricket season in which India was playing, say, only 
twice." Good economics, but a bit too self-seeking. The past two 
fiscal years, DD raised Rs 150 crore and Rs 130 crore from sports 
events, but spent only Rs 63 crore and Rs 67 crore, respectively, 
on them. The ball is in the government's court, but outsiders 
have a more equitable solution to the problem. “If sharing the 
content with (DD) is made mandatory, then it should not be 
allowed to raise any commercial revenue from it,” says Jamie 
Stewart, ICC's global sponsorships manager. Game, DD? 

ARCHNA SHUKLA 
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Made in India: Better than China in skill 


MANUFACTURINGD 


The India 
Advantage 


NDIA MAY NOT BE AT SEVERE DISADVANTAGE IN 
panlo when compared to China, 
says a recent KPMG report on manufac- 
turing in India. A growing population, skilled 
workforce, relatively high managerial com- 
petency and low wages make India a good 
manufacturing location, despite its infra- 
Structure issues. Compared to China, the 
report states, the quality of many institu- 
tions that influence business environment is 
high. For example, from among 102 coun- 
tries, India comes in at #43 on property 
rights protection compared to China's 64th 
rank. Citing a Cll study, the report also 
notes that the average return on invest- 
ment in India is over 19 per cent, com- 
pared to just 14 per cent in China. "If you are 
looking at high volume and relatively low 
technology manufacturing, China tends to be 
more competitive. But in lower-volume 
manufacturing where technology is more 
intensive, India is better," says the report, 
quoting a Honeywell executive in India. 
Can India also grow as a manufacturing 
exporter? Many companies think so, says 
the report. "India is well placed by geogra- 
phy, language and historical association to 
service customers in advanced economies," 
the report notes. Some well-known industry 
concems surface in the report. For example, 
poor availability and high cost of power is 
Cited as a negative, as are excessive 
bureaucracy and indirect taxation. “We have 
been in India for 25 years, and 17 years in 
China," says an Emerson India executive 
quoted in the report. "Every dollar we have 
put into India has eamed a very good retum. 
Every dollar invested in China promises a 
terrific return, but it is still only a promise." 
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DEALTRACKER 


JULY'S TOP DEAL 





ESSARA 
L 2d 


TARGET 


BPL Communications 

Teleglobe International Holdings 
Cingular Telecom 

AMP Sanmar Life Insurance 

| Adlabs Films 

Electrolux Kelvinator India 
Kalyani Brakes — 

ACC's refractory business 


ING Vysya Life Insurance Company 
Indiatimes 

Karvy Brokerage 

New Horizon Sugar Mills 

Apollo Health Street 

Shringar Cinemas — 

Ring Plus Aqua Limited (RPAL) 


Knowledge Dynamics 
Crossword Bookstores 
Wimco 

Design Intent Engineering 


SteelRX Gujarat NRE Coke Metals Acquisition N.A. 100% 
Deal Watch includes only M&As, private equity and brand sale transactions N.A.: Not available 


Ernst & Young is a leading M&A advisor in India. While every care has been taken to compile this data, 
announcements and other secondary research. Any decision on the basis of the above mentioned infor 


Essar Tele’s acquisition of 67% 
stake in the wireless business 
; of BPL Communications 





initial public offering. 


ACQUIRER 


EssarTeleholdings — 
debe ss 
Aditya Birla Group, Tata Group. 
- Reliance Life 

Reliance Capital = 
Videocon Group ——  — 

















-ICICI Venture Funds — — — 

Exide Industries — — 
WestBridge Capital Partners, 

_ Sequoia Capital 

Pacific Century Group _ 

SEO Peay E e 

_Temasek Holdings, One Equity = 

Temasek Holdings — — č 
Raymond Ltd 

-Sintex Industries — — — — — — 


Satyam Computer Services — 














Eicher Group 


INDUSTRY 


Telecom 

Telecom 

Telecom 

Insurance 
Entertainment 
Consumer Products 
Automotive Components 
Cement 

Insurance 

Information Technology 
Capital Markets 
Chemicals 

Healthcare 
Entertainment 
Automotive Components 
Mobile Telephony 


Information Technology 
Retail 

Consumer Products 
Automotive Design 


Business Today or Ernst & Young do not undertake any responsibility in regard to any such decision. 


BUSINESS TODAY-ERNST & YOUNG 


Deal Watch 


Beginning last issue, Business Today began publishing a monthly listing of 
the biggest deals in India Inc. Our partner in the effort: Global professional 
services firm Ernst & Young. Here's the second Deal Watch. 


TYPE 


Acquisition 
Acquisition 
Investment 


Acquisition 


Acquisition 


Acquisition 
Investment 
Acquisition 
Investment 


Investment 


Investment 
Asset Sale. 
Investment 
Investment 


Acquisition 


Acquisition — 


Acquisition 
Investment 
Investment 
Acquisition 


it is based on media reports, company 
mation should be taken only after professional advice. 


Deal Particulars: Essar Teleholdings, a joint venture partner of Hutch, acquired BPL's wire- 
less businesses at a valuation pegged between Rs 4,400 crore and Rs 5,200 crore. Hutchison 
Essar, along with BPL, now has 11 million subscribers, equalling Reliance and close on the heels 
of market leader AirTel (Bharti Tele-Ventures) with 12 million. Essar already had a 9.9 per cent 
stake in BPL Mobile, a service provider in the Mumbai circle, and has now acquired 67 per cent 
in the holding company (BPL Communications) that also operates in Kerala, Maharashtra and 
Tamil Nadu. The buzz is that Essar will retain the BPL Mobile brand for some time. 


Impact Analysis: Given regulatory constraints, it is evident that the business will even- 
tually be merged with the Hutch-Essar operations and create India's third largest cellular 
company. The merged entity will have a market share to rival India's top two mobile service 
providers, Bharti and Reliance Infocomm. The deal enables Hutchison Essar to expand its 
footprint to three other circles and consolidate its position in Mumbai, Hutchison Essar is now likely 
to accelerate efforts to bundle its various India units into a single entity ahead of a planned 


DEAL VALUE STAKE 


(Rs crore) 
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As a builder you have your reputation on one hand, 
and the need to show a decent return on your project 
on the other. Naturally, the choice of raw materials and 
equipment should take both into consideration. 


At Universal Transformers our mission is to deliver 
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THE BT AD invex 


Barring the occasional correction, the markets are expected to sustain their upward movement. 


PINAKI PAUL 


IB BT Auto I BT BFI W BT Pharma 
E BT Telecom E BT Tech W BT FMCG 
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Te RALLY CONTINUES (DESPITE A SHARP 
correction) in the markets on the 
back of FII inflows and healthy corporate 
numbers. The monsoon, which to date 
has been normal to heavy, has also 
played its part in improving market sen- 
timent. It would appear that the rally is 
still not over and barring the occasional 
correction, we could just see another 
period of sustained trading and indices 
hitting newer highs. 

Our flagship free float methodology- 
based index—BT 50—has completed 
two years now. The free float metho- 
dology has several advantages: first, it 
considers only the value of stocks freely 
available in the market (after excluding 
the part held by promoters and other 
strategic investors) and the weightage 
assigned to individual shares is more 
representative than the market capitali- 
sation-based methodology; second, it 
takes care of the perpetual selection 
dilemma regarding closely-held compa- 
nies. For instance, the inclusion of these 
companies may distort the index based 
on total market capitalisation metho- 
dology, but dropping them altogether 
may reduce its representative character. 
The free float methodology facilitates 
inclusion of large closely-held companies 
but assigns them a lesser weightage. 
After the success of our broad market 
free float index (that the Sensex sub- 
sequently decided to adopt this is testi- 
mony to the efficacy of the free float 
method), we decided to launch sector 
indices using the same method. While 
the general index captures the overall 
movements (covering several sectors), 
sector indices capture the movements in 
individual sectors. All these indices have 
a common base period (January 1, 
2002). The weightages are reassigned 
every quarter after companies declare 
their ownership details. The base value 
of all BT indices is 100. 

KRISHNA GOPALAN 
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anywhere with multiplayer 


gaming on your Nokia N-gage phone with 
Hutch GPRS. Take on millions of players around 
the world, on a wide range of games you like 
all you need is a Nokia N-Gage 
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One India, 


Already 


Calling long distance gets as cheap as calling local. 


(y INDIA MIGHT YET BECOME A 
reality. Union rr and Commu- 
nications Minister Dayanidhi 
Maran's proposal for a single tariff 
plan for calls made from and to any- 
where in the country is finding takers 
in the telecom industry. Idea Cellular 
subscribers in Delhi can call any GSM 
number in the country at 99 paise a 
minute. And Hutch India is allowing 
its Mumbai subscribers to call any 
other Hutch subscriber anywhere in 
the country for Rs 1. (This service 
comes at an additional monthly 
rental of Rs 25). This means the line 
between local calls and NLD (national 
long distance) services is getting 
blurred, at least partially. 

In the four years since the gov- 
ernment stripped Bharat Sanchar 
Nigam Ltd off its monopoly over 
NLD, three telcos—Bharti Tele- 
Ventures, Reliance Infocomm and 
VSNL—have acquired NLD licences, 
and also invested heavily in the NLD 


backbone. Operators like Hutch and 
Idea—which have just announced 
67 per cent cuts in STD rates—route 
their NLD calls through one of these 
operators. This is in sharp contrast to 
the us, where there are over 100 
NLD operators, or Europe, where 
each country has over 10 NLD 
licencees, says T.V. Ramachandran, 
Director General, Cellular Operators 
Association of India. 

A policy decision on One 
India—which will set the new 
roadmap for the NLD services—is 
awaited. “If the One India plan is 
implemented, we may see NLD’s 
share in overall cellular usage jump 
to 30-40 per cent from the current 
20 per cent levels,” says Rama- 
chandran. “But the industry can’t 
price local and stp calls at the 
same level,” he adds. With cellular 
tariffs one of the lowest in the 
world, it is held that the intra- 
circle call rates (local calls) should 


VIVAN MEHRA 





IT Minister Maran: Ringing in change 


be maintained at the current levels, 
“The objective of One India can 
still be achieved by replacing four 
distance-based stp tariff slabs with 
one single flat rate for all inter- 
circle STD calls,” he says. 

The final word on the One India 
plan is not yet out. The industry is 
hoping the new draft Telecom 
Policy, due early next month, will 
throw some light on the matter. 

KUMARKAUSHALAM 
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The Great Divide 
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vo ADDED TAX IS A HOT POTATO. AS MANY AS 
five of the 12 chief ministers present at the 
Third India Today Chief Ministers Conclave, 
held in the Capital on August 5, remain opposed 
to it. UP Chief Minister Mulayam Singh Yadav 
dubs it “regressive”; his counterpart in Rajasthan, 
Vasundhara Raje Scindia, feels VAT takes away 
a state's power to grant tax exemptions on 
various items; and even pro-reforms Gujarat 
Chief Minister Narendra Modi says: “It is not 
enough to see whether there has been a jump in 
tax collections; its impact on consumers, traders 
and others is more important.” Chhattisgarh 
Chief Minister Raman Singh and his opposite 
number in Uttaranchal, N.D. Tiwari, also backed 
these arguments. The Chief Ministers of Delhi 
and Punjab, Sheila Dixit and Capt Amarinder 
Singh, respectively, defended VAT valiantly, but 
their arguments—better compliance and the 
impressive growth in tax collections—fell on 
deaf ears. VAT, it seems, can take a walk. 


ASHISH GUPTA 
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Nothins else will do 


Presenting Scorpio with CRDe technology. Test drive it to experience a 
sense of exhilaration like never before. Enjoy greater power, greater torque and a 3095" quieter drive. Get 


13 kmpl. And feel good about its low emissions. The world too will feel good with the exception of other cars. 
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^We Are The Dell 
Of The Consulting 
Industry" 


N 2004, INFOSYS TECHNOLOGIES ANNOUNCED THE CREA- 

tion of a subsidiary, Infosys Consulting Inc. headed by 
Stephen R. Pratt, a former senior partner at Deloitte 
Consulting. A year later, in 2005, tbe company announ- 
ced that Infosys Consulting had registered losses of 
Rs 33.03 crore in 2004-05; that it would turn around 
in 2005-06; and that it was investing $20 million (Rs 88 
crore) and hiring 500 more consultants by March 2007 
(it said this would create 2,000 jobs downstream at 
Infosys Technologies). Pratt was in India at the time and 
spoke to BT. Excerpts: 


It wasn't so much buying into Infosys as it was buying into 
India, right? At some point you must have said, ‘Why am | 
not doing this'. 

There actually was an epiphany. We were doing this 
project and we had about 200 people, all in cubicles on 
the client's site. It was costing the client over $100 mil- 
lion (Rs 440 crore). The company was going through 
a lot of trouble and I was working with the CFO to save 
costs, and one of the biggest items was us. We said, 
"What's the best way to optimise this". We thought 
about it and decided moving work to India was the way 
to do it. We tried it and it was wonderful. I said, 
"That's the future". 


This was in 2001? 
2002, I think. And one thing led to another and I got 
hold of Infosys. 


Was there some consternation in your peer circle when 
you decided to make the move? 

Certainly people were upset. I think people were also 
beginning to get the idea that the future was combining 
consulting with the delivery of technology. I like to 
think—over the years, I had started lots of practices (in 
consulting) that turned out to be the next big thing— 
that when I left, people said, *Maybe, this Infosys is for 
real’. And certainly when we were able to recruit Raj 
Joshi, CEO, Deloitte Offshore, and Paul Cole, Leader, 
Cap Gemini, Global Operations, and Romil Bahl, 
Global Leader, EDs Consulting, and Ming Tsai, Global 
Leader, Retail Practice, IBM, then a lot of people said, 
"Boy, there is something going on here’. 
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"We have the pure model of the future. 
We are as pure as you get" 


Why is it that we have seen very little advertising for Infosys 
Consulting? You open any serious international magazine, and 
there is Accenture. 

I think the best brand in our industry is McKinsey 
and McKinsey doesn't advertise. We do recruiting 
advertising in Consulting magazine. For branding 
within the client community, we do smaller forums, but 
it is more idea driven than just saying, ‘Go, be a tiger.’ 


We met a senior Accenture executive some time ago and he 
was very clear that the two of you operate in very different 
markets. Would you like to comment on that? 

Accenture is trying to compete in Infosys' tradi- 
tional market—where the client says ‘Go, build this 
technology for me'—and we are competing in their 
home market, which is *Go, solve this business prob- 
lem for me.’ What we are now trying to do is to use 
the technology delivery capability of Infosys to enter 
the second market. We hope they keep thinking 
that we are not in their market. 


It seems very evident that Accenture and IBM have a front- 
end and are trying to build delivery capabilities in India, while 
Infosys is doing things the other way. Who is better off? 
We are. I just left that world to be here. We have the 
‘pure’ model of the future, consulting with no one 
on site who does technology and then having globally 
distributed technology (delivery). We are as pure as you 
get. We are the Dell of the consulting industry. We have 
a very lean supply chain of consulting talent. 
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The Cricket Fever Cools? 


Advertising rates for the recently-concluded Indian 
Oil Cup Series were abysmal.Sign of things to come? 
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Bowled out: The lack of hi-profile players kept advertisers away 


Sc AD RATES, WHICH HAD GONE THROUGH THE ROOF TO 
touch Rs 5,00,000 per 10 seconds during the 2004 
India-Pak series, have crashed by over 600 per cent. According 
to sources in top media-buying houses, 10-seconders for the 
recently-concluded Indian Oil Cup have been bought for 
as little as Rs 50,000. Advertising rates, according to industry 
watchers, are a factor of viewership, and cricket's TRPs have 
been dismal in the recent past. Even the India-Pak series, 
which concluded in April this year, failed to enthuse fans. 
“Viewership and ad rates mainly depend on the profile of the 
series and the stars playing in it. It's not only a lacklustre series 
this time, the stars are also missing. Hence, the dips," says 
Sunder Raman, GM, Mindshare. So, are advertisers beginning 
to abandon cricket? Hardly. *No other property on TV gives 
a targeted access to male audience. Cricket is the only event 
that cuts across age, income groups and geographies," says 
Atul Sobti, vp (Sales and Marketing), Hero Honda. A love 
affair by default, then. 

ARCHNA SHUKLA 
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Placid waters: And boats with a view 


OMETHING INTERESTING IS GOING ON IN 

Kashmir. Domestic tourists are 
returning to the Valley in droves. First 
half of this year, close to 200,000 
tourists visited Kashmir—double of last 
year's numbers in the same period, 
and the highest since the start of 
insurgency in the state in the late-80s. 
What explains the surge? "I think 
domestic tourists have become slightly 
immune to the insurgency," reckons 
Sanjay Saxena of Delhi-based travel 
agency, Travelease. "Besides, a 
houseboat on Dal Lake still counts 
among one of the best holiday 
options." Apparently, a night for two on 
such a houseboat costs Rs 3,000 
(with meals thrown in), but Saxena 
says rates seem set to go up. For the 
embattled Kashmiris, booming tourism 
may do what two decades of politi- 


cal handouts haven't. 
KUSHAN MITRA 
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PCs Break The Price Barrier 


HCL Infosystems launches a personal computer below the Rs 10,000 mark. Will it 


pry open the mass market? By AMANPREET SINGH 


an RELENTLESS MARCH 
down the price curve is pro- 
ducing some interesting results. In 
March this year, the Kolkata-based 
Xenitis Group launched a low-cost 
“Aapna pc” for the north Indian 
market, following its launch earlier 
in some other parts of India. Now, 
the leader in pc business, HCL 
Infosystems, has launched one 
below Rs 10,000 (it’s sticker price 
is Rs 9,990, to be exact). So sure is 
HCL about the success of its low- 
cost PC, which also runs on the 
Linux operating system like the 
Aapna PC, that it has committed to Get surfing: IT minister Maran (R) 
manufacturing one million of With HCL Info's Chowdhry 

them every year, and expand its 





the Rs 9,990 investment. That 
means, the boxes must have appli- 
cations that are relevant to such 
customers. Who will develop that 
software? Possibly not a Microsoft, 
but smaller Indian companies. The 
problem, however, is of software 
piracy. If the small software ven- 
dors aren't guaranteed copyright 
protections, they will have no 
incentive to invest time and energy 
in developing local language and 
locally-relevant software. 

That apart, if the pc is to be 
used productively (think e-choupal), 
it must be connected to a network 
of computers—the internet. At the 
moment, the spread of the inter- 


dealer network from 800 to 3,000. Says Ajai 
Chowdhry, Chairman and CEO, HCL Infosystems: “Pc 
penetration can only come from pyring open the 
bottom of the pyramid.” 

Compelling as they are, lower PC prices in them- 
selves won't be enough to make it a common house- 
hold gadget. The manufacturers, especially if they 
have to tap small businesses and lower income classes 
in urban and rural India, will have to make a case for 


net is limited by the low penetration of telephones (9 
per cent). But PC manufacturers can probably take 
solace from the fact that improving IT penetration is 
part of the government's common minimum pro- 
gramme. As the Union IT and telecoms minister 
Dayanidhi Maran said at the launch of HCL’s low- 
cost PC: "The government is looking forward to work- 
ing closely with the industry in increasing Pc pene- 
tration in the country." It's a partnership India needs. 
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GDRs Boom, ADRs Go Bust 


Arens SARBANES-OXLEY (SOX) IS TAKING ITS TOLL ON AMERICAN DEPOSI- 
tory receipts (ADRs) from Indian corporates. So far this year, there have 
been just two ADR issues: One from Sify and the other from Infosys. 
Compare that to the seven global depository receipts (GDRs), which 
got listed on European stock exchanges such as London's or 
Luxembourg's, worth more than $600 million (Rs 2,640 crore). "The 
costs of adhering to SOX are quite high, and it isn't just one-time cost," says 
Sanjay Sharma, Head of Equity Origination and Capital Markets, DSP 
Merrill Lynch India. Still, given that a lot of prestige is attached to an 
American listing, Indian companies may not completely give up on ADRs. 

KUSHAN MITRA 
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GO, GDRs 


Some of the prominent GDRs so far this year. 


COMPANY ISSUE SIZE EXCHANGE 
UTI Bank $239.3 m London 
Bajaj Hindustan $100 m Luxembourg 
Centurion Bank $70.m Luxembourg 
Apollo Hospitals $65m Luxembourg 
Arvind Mills  $3119m Luxembourg 
SREI Infrastructure  $35m London 


Note: GDRs issued until July 15, 2005 





Field day: Reaping a new crop 


SEASON 


From Wheat 
To Tea 


T NEXT TIME YOU ARE IN THE KUM- 
aon hills, you may mistake it for 
Assam or Kerala. Uttaranchal, which 
produces just half a million kg of the 
170 million kg produced nationally, is 
encouraging the plantation of tea, 
and many small and marginal 
farmers are taking it up. Already 560 
acres of new plantations have been 
developed and the government plans 
to bring additional acreage under 
tea plantation over the next few 
years. “Often, farmers are not able to 
prepare proper terraces for the cul- 
tivation of wheat, rice or potato,” 
says Joginder Lal Butail, Chairman, 
Palampur Tea Cooperative. And 
that’s when they decide to grow tea 
on that land, instead of letting it lie fal- 
low. In fact, the Uttaranchal govern- 
ment has created a database iden- 
tifying suitable land for tea cultivation. 
It is also training farmers, and think- 
ing of setting up tea processing and 
packaging units in the state. Utta- 
ranchal and tea may seem like 
apples and oranges, but that doesn't 
bother the state's farmers. 

SWATI PRASAD 
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Tea's Price Warriors 


‘Bought leaf factories give the big players a run for their money. 


B LEAF FACTORIES 
(BLFs), which, unlike tra- 
ditional tea companies, do not 
grow their own tea but buy— 
often, cheaper quality—tea 
from small growers, are all 
set to mushroom across north 
India as well. So far, essen- 
tially a southern and eastern 
phenomenon, bought leaf fac- 
tories, which undercut prices 
of companies like Tata Tea, 
Hindustan Lever Ltd (HLL) or 
Duncans, are looking at the 
north because farmers in states 
like Himachal and Uttaranchal 
are beginning to shift to tea 
(see From Wheat To Tea). 
“With more farmers taking up tea cultivation, tea leaf production is 
bound to go up,” says Joginder Lal Butail, Chairman of Palampur Tea 
Cooperative. As of now, there are four tea cooperative companies in 
Himachal and just one bought leaf factory in Uttaranchal. 

Their proliferation will be something to worry about for the big- 
ger players. Since the BLFs don't own tea gardens, they don't have to 
meet the costs and statutory requirements that the bigger, integrated 
players do. And since they buy from small gardens, tea price and not 
quality is the selling point. But it seems that the BLFs are winning. In 
the organised sector, tea production is down by 4.3 per cent. But in 
BLFS and cooperatives, between 1998 and 2002, production increased 
by 16.7 per cent. Even in the north, BLFs saw a growth of 28.2 per cent 
in that period, while the organised sector shrank by 3.7 per cent. 

Inevitably, though, labour problems and increasing cost of pro- 
duction may force the bigger players to turn bought leaf factories. HL 
is said to have sold seven tea gardens in Assam recently, and in the 
south, Tata Tea has exited from its tea plantations in Munnar, 
Kerala. At least for the plantations, the cup brings cheer no more. 

SWATI PRASAD 
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Price over quality: Poor compromise 
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Jet-setting club: DCM Shriram's Ajay Shriram (L) and HM's C.K. Birla 


Plane Partnership 


Six Delhi companies join hands to buy aircraft. 


E FRACTIONAL AIRCRAFT OWNERSHIP, BUT WITH A TWIST. SIX DELHI- 
based companies—Bharti Tele-Ventures, the Dabur Group, DCM 
Shriram Consolidated, Hindustan Motors, Jubilant Organosys and the 
Hero Group—have reportedly come together to buy a business jet such 
as the Gulfstream IV or Citation II, and a turboprop like the Raytheon 
Beechcraft. None of the companies was available for comment (and 
while one company's spokesperson seemed aware of the development, 
another that Br called wasn't). A jet such as the Gulfstream IV costs 
upwards of $20 million (Rs 88 crore), while a turboprop sells for half 
that price. A single aircraft can manage up to 800 to 1,000 hours of 
flying in a year, but maintenance costs of a Gulfstream can be as high 
as Rs 50 lakh a month. Says Manav Singh, Managing Director, Club 
One Air, India's first fractional ownership airline: *Two planes between 
six corporates, each with tens of divisions... sharing time for them will 
be very difficult." Singh has reason to hope that the trend doesn't catch 
on, but the challenge of sharing aircraft among busy CEOs does seem 
daunting. No doubt these companies run excellent shopfloors, but sched- 
uling an aircraft for six heavy-weight CEOs is an alt gether different thing. 

KUSHAN MITRA 
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Swift's Rivals 


|: YOU ARE A CAR-MAKER SELLING 

| F cars in India today, and your name 

_ is not Maruti Udyog, chances are that you | 
are lining up a car to take on the Suzuki Swift. In the nine weeks 
since launch, the Swift has sold 14,000 units and another 10,000 are 
in delivery. Not surprisingly, then, Toyota Kirloskar and General | 

| Motors are among the carmakers rumoured to be readying a | 
launch in the Swift segment. GM might bring in its two-box version 
of the Daewoo Nubira, but branded as the Chevrolet Aveo. Toyota | 
Kirloskar, on the other hand, may roll out the new Aygo (pictured). 
The Swift had better watch out. 





KUSHAN MITRA 
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Hello, Moto 


OME OCTOBER THIS YEAR, ALLEN 
Burnes, Motorola's chief for 
high growth markets (HGM), will 
embark on a novel experiment. 
Along with his Danish wife and two 
children, Burnes will relocate from 
Denmark to Delhi, thus setting up a 
new headquarters for the American 
telecom major's HGM business. 
With him are also relocating HGM's 
Directors of finance, strategy, ope- 
rations and product marketing from 
countries such as the UK and 
Congo. What's behind the move? 
"Over 150 million handsets are 
expected to be sold in India over the 
next three years," says the 10-year 
veteran of emerging markets. "And 
the best way to understand a market 
is to be there." There's no other 
telecoms market quite like India's: a 
billion people, and a penetration 
level of just 9 per 100. For Motorola, 
a late-comer to India's telecoms 
party, this is an opportunity to catch 
up in a rapidly expanding market. 
Motorola seems serious about win- 
ning. A few weeks ago, it unveiled a 
line of ultra low-cost (Rs 1,500) 
handsets for the Indian market. 
There's more (of high-, mid- and 
low-end phones) coming, promises 
Burnes, whose wife, like those of 
the other directors, will shortly start 

learning Hindi. 
R. SRIDHARAN 





VWH3N NYAIA 





Now, Corporate Farming 


Agriculture in India promises to get bigger and better. 


di Kon LACK OF MEDIA ATTENTION THAT 
accompanied the passage of the 
Food Safety & Standards Bill 2005 on 
August 4, is in stark contrast to its 
import. In one stroke, the integrated 
food law has clubbed nine different 
regulators (thus, obviating the need for 
multiple clearances) and made a cor- 
porate entry into agriculture a real pos- 
sibility. Says P.M. Sinha, Chairman of 
FICCI's agriculture and rural development 
committee, and former Chairman of 
Pepsi India: “This Bill will give a big 
boost to corporate farming—something 
the industry had been pleading for the 
last 15 years or so." 

The Bill, whose passage is credited to 
Union Agriculture Minister Sharad 
Pawar's tenacity, will encourage the 
processing food industry to invest in 
modern facilities and create backward linkages to the farmers. With the 
quality of food and produce assuming critical importance under the new 
Bill, large processing firms will be prompted to build direct links 
with the farmers. Some corporates are already moving to tap the sec- 
tor's potential. Bharti Group's agri-export venture, Field Fresh, which 
exports fruit and is raising the first shipment of winter vegetables, is tar- 
geting $1 billion (Rs 4,400 crore) in exports and domestic sales. “We 
are in the process of building a model farm over 300 acres in Ludhiana, 
Punjab," says Rakesh Bharti Mittal, Vice Chairman, Bharti Enterprises. 

Pepsi India, a big contract farmer already, has ongoing projects for 
basmati rice, seaweed cultivation and peanuts. *Now we are broadening 
a whole selection of citrus rootstocks and plants," says Abhiram 
Seth, Head of Exports and Agriculture, Pepsi India. Next year, 
Pepsi's farm R&D will be shipping out 25,000 citrus saplings, with their 
numbers going up to 2.5 lakh in 2007 and 25 lakh the following year. 
Nothing like free market to raise Indian agriculture by its bootstraps. 
KUMARKAUSHALAM 


Agriculture Minister Pawar: 
Sowing success 





r 
f 
| 


| 





LEAP P> 


Scaling The 
Great Wall 


T'S TAKEN THREE YEARS IN HAPPENING, 
but Infosys Technologies has finally 
scaled the (Great) wall. With a $65- 
million (Rs 286-crore) investment 
and a plan laid out to hire some 
6,000 engineers over five years, 
Infosys last fortnight received the 
Chinese government's nod to scale 
up in the country (it currently has 
just 250 engineers in China, while 
other Indian IT giants like TCS and 
Wipro have bigger facilities). “| am 
excited about China since all our 
concerns have been addressed 
quickly. Our foray is as per sche- 
dule," says Infosys’ Chairman and 
Chief Mentor, N.R. Narayana 
Murthy. The 25,000 sq. mt. Shanghai 
centre will get an initial investment of 
$10 million (Rs 44 crore) in the next 
two years. In Hangzhou, Infosys 
plans to invest $15 million (Rs 66 
crore) on a 100,000 sq. mt. facility 
over two years. According to Gartner, 
China's IT exports, estimated at $5 
billion (Rs 22,000 crore), are set to 
touch $25 billion (Rs 1,10,000 crore) 
in three years. So, Infosys' global 
delivery scale-up in China comes 

at the right time. 
RAHUL SACHITANAND 
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Lb IS EASY TO UNDERSTAND FINANCE MINISTER 
P. Chidambaram’s desperation to set up the propo- 
sed Pension Fund Regulatory and Development 
Authority (PFRDA). Despite moving away from the 
"defined benefit plan" (contribution coming only from 
the government) on January 1, 2004, to a more realistic 
"defined contribution plan" (matching contribution 
by government and employees), there has been little 
headway. Introduced in the Lok Sabha last year, the 
PFRDA Bill had to be sent to the Standing Committee of 
Finance because of the strong opposition from the Left. 

And it is only in the last week that the Standing 
Committee came out with its recommendations. 
Among other things, the committee has recommended 
a cap of 26 per cent on foreign direct investment, ban 
on investments in overseas markets, setting up a 100 
per cent government securities fund, and allowing only 
those fund managers who can guarantee a minimum 
return or at least the capital invested over the years. 
The last recommendation is unlikely to make the 
private or public players happy. “It is unfair to expect 
guaranteed or fixed return when an employee invests 
in equity-linked pension plans such as the balanced and 
growth-oriented funds," says a fund manager with a 
private insurance company. 

But for the government, the bigger danger lies 
ahead. A recent report on the pension burden by 
Gautam Bhardwaj and S.A. Dange of Invest India 
Economic Foundation shows that the central and 
state governments and autonomous bodies have a 
Rs 17,00,000 crore of implicit debt, or more than 55 
per cent of the GDP, on their books for 2004-05. And 
this amount does not cover more than a lakh of 
defence employees, about two million defence pen- 
sioners and family pensioners of central ministries, 
including the railways and post. Also, it excludes the 
current state government pensioners or 28 million 
EPS members. The whopping Rs 17,00,000 crore 
implicit pension debt was only for the 23.6 million 
Central and state government employees. So the gov- 
ernment's total implicit pension debt is vastly bigger. 

But Chidambaram is not one to give up so easily. 
Realising that the only way out of this mess is the 
"defined contribution fund"—a practice followed by 
most of the countries such as the us (401 K)—he has 
promised to incorporate these changes in the Pension 
Regulatory Bill of 2005 so that it can be re-intro- 
duced at least in the next session of Parliament, if not 
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The Pension Bill Hangs Fire 


Its passage in the monsoon session is unlikely. 





FM Chidambaram: Can't wait to fix the pension problem 


in this session itself. After all, an interim PFRDA is already 
in place with D. Swarup, former Secretary 
(Expenditure), Department of Economic Affairs, as 
its Chairman. Besides, most of the public and private 
sector insurance players have expressed their interest in 
being a part of this potentially attractive sector. 

The entry of pension funds will not only bring 
greater depth to the capital markets, but also open 
up a source of long-term funding of infrastructure. 
Just the pension money coming from people who 
have joined after January 1, 2004 ranges between 
Rs 10,000 crore and Rs 15,000 crore. Employees will 
now be able to decide where to park their pension 
money—conservative fund, where the exposure to 
equity market is negligible, or balanced fund, with a 10 
to 20 per cent investment in the equity market, or in the 
more aggressive growth fund, where the exposure to 
equity can be as high as 60 per cent. Employees will also 
have the right to switch from one fund to another. 

But what's egging on the various insurance players 
is the long-term potential of this sector. Once the 
unorganised sector starts veering towards a “defined 
contributory scheme”—as has been proposed under 
Phase II of the pension scheme, with the only difference 
that there will be no matching contribution from the 
government—the kitty will swell. And many players 
believe that this corpus could easily be double that of the 
mutual funds industry's $150 billion (Rs 6,60,000 
crore). That's a lot of fuel for India's economic engine. 

ASHISH GUPTA 
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WITH OUR FAVORITE IT’S LUCKY I 
CUSTOMERS! mas WAS PASSING 







Volkswagen CEO Bernd 
Pischetsrieder: Eyeing a solution? 


ROWP 


Blowing 
I DON'T KNOW WHAT OUR TOP PRIORITY Hot And Cold 


THIS MEETING IS ' TS QUALITY. OUR 

ABOUT BUT I’M SURE OTHER TOP PRIORITY ILL THE ANDHRA PRADESH GOV- 
IT NEEDS SOME IS PRICE. ..AND Moret and the German auto 
MANAGEMENT PER- SERVICE...AND... giant, Volkswagen, kiss and make 
SPECTIVE. ] up? The cheated suitor is willing to 


forget and forgive, and the wooed 
seems more embarrassed than 
decisive. On August 1, when for- 
mer German ambassador Frank 
Elbe came calling on the state gov- 
ernment, it was more a damage 
control move than any effort to cla- 
rify whether or not the carmaker 
would invest in Andhra. A govern- 
ment official, who declined to be 
named, said that the “project is on 
and at the moment the location 
under discussion is Vizag”. He 
added that the company planned to 
invite a state team by the end of this 
month to visit Germany for talks. 
The German company had origi- 
nally conceived the project as a 
CKD facility, but had later enlarged 
the scope to include ancillary manu- 
facturers. Therefore, Volkswagen 
now wants a larger piece of land 
and some reworking of incentives. 
“Land is not an issue and we are 
willing to discuss any of the issues 
to further the prospects for the pro- 
ject in Andhra,” a state official told 
BT. Now, if only the German car- 
maker would speak up. 

E. KUMAR SHARMA 








WE FLEW HERE FOR 
THIS MEETING AND 
YOU USED UP ALL OF 
OUR TIME SAYING 

NOTHING. 






AND THAT'S WHY 
CIRCLES ARE ROUND. 







YOU STOLE A DAY OF 
MY LIFE! I WILL 
HUNT You TO THE 
END oF TIME! 





IS IT JUST ME 
OR IS THAT 

PHRASE STARTING 
TO BE OVERUSED? 










REVENGE WILL BE 
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YOU KNOW YOUR BUSINESS. 
YOU KNOW WHERE YOU WANT TO TAKE IT. 
YOU KNOW HOW YOU WANT TO RUN IT. 


THE QUESTION IS. WHAT DO WE KNOW? 








Indi 


hl 
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oma 


Wha 


On the surface, a business is a business, 
no matter what size or industry. 
You develop a product or a service 
You market it 
You distribute it. 
You sell it 
And in between, you strive to do the whole process more 
efficiently and profitably than your c ompetitors. 
It's not rocket science. In fact, it's pretty simple — 
until you factor in the not-so-simple things that make 
doing business in your industry so complex 
lhese are the things that keep you up at night. 
These are the things that can mean the difference 


between success and failure. 


vidual solutions for individual industries le t 


ll, medium and large companies run SAP. Whil n 
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t can SAP do for your company? \ 














vou don't want to buy more than you need. Si have lula t 

pre ision and within budget 

We recognize vou want a system that will work with wl ii have. 5 
levera ir exi investments and keej 1 i open for the future. SAI 
with some of the world's most successful companı 


Tell us which industry you work in and get a free industry specific SAP CD, w here you' 


to your questions and valuable insights from SAP. Send in your details to info.india@sap.com 


For more details log on to sap.com or call toll-free on 1600 44 5959. 


THE BEST-RUN BUSINESSES RUN SAP 
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pes Exodus At Convergys ~ 
V 2 ^ The American outsourcing major is bedevilled by senior exits. 
Chis ! 
1 | 
£ zini | 
m 
4 : 
ITC's e-Choupal: Going into overdrive = 
URAL INDIA, MEET HYPERMARKET. ! Convergys’ Ross: There's nothing amiss, the man says 
Rites Choupal Sagar, the sec- 
ond layer of its e-choupal initiative, UMAN RESOURCES HEAD NANDINI AGGARWAL AND COUNTRY 
recently opened its first rural Operations Head Jaswinder Ghumman were respectively the first 
hypermarket in Sehore in Madhya and second Indian employees of Convergys when it was set up in June 
Pradesh. Apart from buying and 2001 in Bangalore. Aggarwal quit Convergys in May this year and 
selling agricultural commodities, it Ghumman’s last working day is August 22. Another strategic { 
provides farmers with training in ; 


Head of Operations in Mumbai, Uday Sanghani, has also put 
in his papers and is leaving on the same day as Ghumman. 




















agricultural best practices. ^We invite 
leading agricultural scientists for 


lecture-demonstration sessions on Covergys suddenly looks vulnerable. 

water management, cropping pat- _ The gossip mill is hinting at possibilities of 
terns and other farming practices," financial irregularities. But according to Dennis 
says S. Sivakumar, Chief of Agri Ross, General Manager (Off-shore 
Business, ITC, adding: “We also | Operations) at Convergys Corpora- 

offer medical facilities at these multi- tion, “There is no truth to the 

utility service centres." The Choupal financial irregularities 


Sagars will also sell FMCGs, white 
goods, and even mobile phones 
and SIM cards. ITC is expanding 
these facilities fast. The target for 
this fiscal: 30. Over the next seven 
to 10 years, the count could touch 
700, and once in place will add 
Rs 5,000-7,000 crore to ITC's topline. 
Wal-Mart, eat your heart out. 

ARNAB MITRA 


rumour; we have not 
filed anything with 
the government 

in India or 






1.3 LITRE + 87 BHP +» 6 ON-BOARD COMPUTERS + AUTOMATIC CLIMATE CONTRO 


Call 1600-11-1515 (toll free) for a test drive — —: 


the Us where we are listed.” What led to the speculation then? “Events that 
were sensationalised,” says Ross while explaining that a number of audits 
were conducted this year when contracts with a number of clients ended 
and the purchasing organisation of Convergys, which employs more 
than 10,000 people in India, moved to India from the us. 

Ross, however, admits that his clients are asking them ques- 
tions. Besides, employees seem concerned too, since 
Convergys is currently holding large town-hall meet- 
ings and talking to employees about sizeable 
client wins. *We are hiring a great deal of 
management, the growth trajectory is 
steep," says Ross. With 757 internal 
promotions last year alone, the 
rest of Convergys doen't 
look like it is going any- 
where soon. 

AMANPREET 

SINGH 
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Up, Up And Further Up 


Robust corporate results and fresh FII inflows will continue to take the Sensex higher. 


HERE'S HOPE FOR ALL THOSE 

who missed out. The bull 
in the stock market still has 
plenty of steam left. Robust cor- 
porate results and fresh inflows 
from Fils (foreign institutional 
investors) in South Korea and 
Japan are expected to continue 
to fuel the boom in the forese- 
eable future. A psp Merrill Lynch 
report early last year had pre- 
dicted that the bellwether psk 
Sensex would hit the 10,000 
mark in 2006. The PE (price- 
earnings) multiple at that point: 
a very reasonable 15. “The cur- 
rent uptrend is driven by the 
strength of the Indian economy," 
points out Nilesh Shah, 
President, Kotak Mutual Fund. 

Over $3 billion (Rs 13,200 
crore) has flowed into Indian 
stocks during the first five 
months of this calendar year, 
compared to $8.5 billion 


(Rs 37,400 crore) in the whole of 2004. The icing on 
the cake: the rally is broad-based. Says Andrew 
Holland, Executive Vice President, psp Merrill Lynch: 
"We are still at the beginning of the mid-caps story. 












India is probably a mid-caps mar- 
ket and could trade at 16-17 
times PE multiples." 








Autos — 15652 — 178752 22972 — 24051 But there's apprehension that 
Banking — 105029 102443 151293 154533 à Correction may be just around 
Cement — 43596 43121 10139 955 the corner. Ambareesh Baliga, 
Energy — 80761 85558 | 21188 — 15/82 Vice President, Karvy Stock 
Engineering 8,034.1 129342 — 6522 20747 Broking feels: *There will bea 
MS saara d Et as 500-800 point correction; but 
a re Y M " M 4 : : 

Seves^ 90131 89116 22736 — 2348 the Sensex, following this 
Media 347 1 3878 998 1955 breather, should still close the 
Metals — 141287. 196013 5,261 74564 year at around 8,500 levels." 

Other 3903 3582 99 103.6 It will be prudent for inves- 
commodities tors to take a long-term view of 
Panis 210 AES ud HS the market. Holland maintains 
Petrochem — 1,08595.1. 1,111406 11,3494 145724 : j : 

Pharma — 49999 39886 ^ 12975 9435 that there will be action in a 
Retail 2025 634 142 46 host of sectors like textiles, con- 
Telecom — 49436 — 149932 — 14642 — 19369 struction, engineering and bank- 
Textiles 10845 — 9319 202.8 793 ing. “Software margins, how- 
Transport — 18869 — 17586 | 5924 $54. ever, may come under pressure 
ug 108.1914 2,02,219.8 297517 36,346. and pharma companies will face 


Source: Company, ENAM Research 

*For banking we have taken Net Interest Income as Sales & Net 
Income as EBITDA 
^ EBIT for Mphasis BFL & TCS instead of EBITDA 
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a tough market," he says. But 
overall, earnings are expected 
to grow 20 per cent (y-o-y) over 
the medium-to-long term, adds 
Kotak's Shah. Our take: don't wring your hands if you 
missed out on the bull run; the markets are expected 
to remain on steroids. 


** Rs crore 


KRISHNA GOPALAN 
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Birla No. 1 


E'S THE YOUNGEST BIRLA. HE'S ALSO THE BIGGEST. AND HE JUST GOT A LITTLE 
H bigger. Kumar Mangalam Birla, Chairman of the Aditya Birla Group, 
recently bought out the 21 and 7 per cent stakes held by G.P-C.K. Birla and 
S.K. Birla, respectively, in Pilani Investments for Rs 300 crore. This takes the 
B.K.-K.M. Birla combine's holding in Pilani to 51 per cent. "K.K. Birla offered 
to gift me his shares (worth Rs 100 crore) in Pilani. | declined, but plan to buy 
him out soon," says B.K. Birla, who also plans to mop up the 15 per cent stake 
held by non-family shareholders. That will give him a 75 per cent stake in 
Pilani, which holds a controlling interest of 36 per cent in Century Textiles & 
Industries, and small stakes in various other Birla companies like Grasim and 
Hindalco. "I want Kumar to take over (at the helm of Century and Pilani) imme- 
diately. But he wants me to carry on as long as l'm fit,” says the doting 84-year- 
old grandfather. Kumar Birla's office declined to comment on the issue. 
ARNAB MITRA 
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X others, from other cities, were stuck in Mumbai with no v 
e n | 2 b way of getting back home (KSA l'echnopak's Arvind 
alii]. a e. Singhal, a Delhi-based CEO, spent 17 hours in a cab and 
: he can consider himself among the lucky ones). Of the 
few million who went to work on July 26, believing that 
it was just another wet Monsoon day in Mumbai. 
some spent the night in the office or their cars. and most 
ended up w alking home, often wading through water 
that was neck-deep. By the end of it all, the world knew 
Mumbai for what it was, 
The world? Oh, yes, the world knew what was hap- 
pening in India and was concerned. Mumbai. after all, 
dis 


is home to the Indian arms of the 700-odd foreign ins. 
titutional investors (Fils) that have pumped in over 
$5 billion (Rs 22.000 crore) into the Indian stock 
market thus far this year. Luis Miranda. President 
and CEO of IDFC Private Equity, was in New York in the 
first week of August and faced countless questions 
on the Mumbai floods. “Every single meeting I go for, 
the first 10 minutes are spent discussing Mumbai,” he 
says. “There are questions from (potential) investors on 
why the infrastructure is so bad.” 

The state government’s reaction has been fatalist at 
best, with Chief Minister Vilasrao Deshmukh—he 
believes the damages do not go beyond Rs 501 cror 
citing the volume of rainfall as an excuse. Mumbai did 
receive an extraordinary amount of rainfall on July 26 
and 27 (944 cm in 24 hours to be exact), and not 4 
too many (actually, no) Indian cities can cope with that: 
yet, the problems have more to do with urban-planning 
and governance failures than a freak natural pheno 
menon. To quote from a 2001 report put out by th« 

Indian People's Tribunal on Environment and Human 


Three days after, the cows were 
out but most shops and offices 
remained shut 





Mumbai’s dreams 
of a future like 
Shanghai were 
washed away much 
like this road, one 
of several that 
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Man-days Lost ** 
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A buoyant corporate India discovers 
just how much of a dampener poor 
urban infrastructure can be. Mumbai, 
where India Inc. lost some Rs 20,000 
crore, today. Chennai, Bangalore, 
Delhi, or Hyderabad tomorrow. 


BY PRIYA SRINIVASAN 


UMBAI, MAMMON'S FAVOURED CHILD, PART OF 

Charles Is dowry when he married Catherine of 

Braganza in 1662, Shanghai-wannabe, is India's 

commercial capital. All but 13 of the 30 firms 

whose stocks constitute the Bombay Stock 
Exchange's Sensex are based in the city. In 2004-05, corporate tax 
takings from Mumbai accounted for 41 per cent of the total; personal 
income tax revenues, 33 per cent. And, according to a McKinsey 
report, some 5 per cent of India's gross domestic produce comes, 
directly or indirectly, from the city. With India Inc. on a roll—revenues 
and net profits have been on an upward spiral, and, for a sample of 107 
companies, went up by 19.8 per cent and 10.3 per cent respectively 
in the April-June quarter—and the Sensex on fire, Mumbai should have 
been patting itself on the back, preening, dreaming, as it lately has been 
of a Shanghaiesque future, or flexing its financial muscle. Instead, on 
July 26, the city, the thousands of companies that call it home, and its 
15 million citizens all ran for cover. 

It rained on July 26 (and how). It rained on July 27 (by the end 
of Day 2 Mumbai had seen some 944 cm of rainfall). And, just when 
things looked like returning to normalcy, it rained again on August 
1. By August 5, 431 people had lost their lives, 28 million man-days 
of business had been frittered away, 1,500 flights had been cancelled, 
exporters were totting up losses amounting to thousands of crores, and 
business had suffered losses, real and notional, of over Rs 20,000 crore. 
Some 150,000 people, some of them India’s best-known execu- 
tives (think K.V. Kamath of icici, A.M. Naik of L&T and Sanjay 
Nayar of Citigroup) had their schedules thrown out of kilter; 
some, who called Mumbai home were stuck in Delhi and Bangalore; 


Value of 
Man-days Lost*** 


, Rs 1,400 crore 


Expected Insurance Claims 


Rs 1,500 crore to 


- Lives Lost 
Rs 2,000 crore 431 
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New Boss, New Ideas 


HCL Tech's Vineet Nayar wants to do a Comnet—again. 
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HCL Tech's Nayar: A tougher encore 





UESS WHAT VINEET 

Nayar has been doing 
since he took over as HCL 
Technologies' President in 
April this year? He's spent 
more time shaking hands 
with employees than cus- 
tomers. If that sounds 
strange, consider this: He's 
actually going around 
telling customers that he 
wants to put his emplo- 
yees, and not them, first. It 
may sound like a crazy 
thing to do, but Nayar says 
he's got good reason to do 
that. It has everything to 
do with the new business 
model that he has started 
putting together for HCL 
Technologies, a late 


entrant to the software services business. *The next five years are very 
dangerous for the Indian rr industry," he warns. “External factors (like 
Y2K) that drove demand before are no longer there, and there is com- 


moditisation of IT services." 


To compete in such an environment, Nayar, who joined HCL as a 
senior management trainee in 1985, is borrowing a leaf out of Chan 
Kim and Renee Mauborgne's Blue Ocean Stratetgy, which talks 
about *how to create uncontested market space and make competi- 
tion irrelevant". Of every $100 (Rs 4,400) that a typical customer 
spends on IT, says Nayar explaining his “blue ocean” strategy, 20 goes 
towards application development, another 20 to BPO, 10 to technology, 
and 50 to infrastructure management. HCL Tech’s strategy, the XLRI 
grad says, is to touch more customer points (i.e. do more in each of 
all the five categories) and bill customers based not on effort (how 
many man-hours) but performance. “We want to be a value leader, 


not volume leader,” says Nayar. 


To be innovative, though, mere codejocks won't do. So, now you 
begin to see why he wants to make HCL Tech a preferred employer— 
something he managed to do at HCL Comnet, which he oversaw un- 
til his new job. His focus is on boosting employee satisfaction and pro- 
ductivity. He's almost done away with the variable pay system for non- 
senior employees, he's brought in 360-degree feedback from Comnet, 
introduced a “trouble-ticketing” system that keeps finance, HR and 
administration on their toes, and even launched an ideas portal 
for employees to post and “patent” their ideas. “Like Comnet, HCL 
Tech will be a unique place to work, with a unique business model,” 


says Nayar. We'll be watching. 
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Puria The 
Predator 


ITH APOLOGIES TO LOU GERSTNER, 
who says elephants can't 
dance? India's biggest bank, but a 
global minnow, the State Bank of 
India has embarked on global M&A 
with a vengeance. It recently acqui- 
red the Indian Ocean International 
Bank of Mauritius, and is said to be 
eyeing Giro Commercial of Kenya 
and Bangladesh's Rupali Bank. 
That's all part of Project Vijay, SBI's 
ambitious globalisation plan, unvei- 
led by Chairman A.K. Purwar during 
the recent announcement of the 
bank's quarterly results. The stated 
goal now is to be among the top 
50 banks globally and top five in 
Asia in terms of assets and Tier | 
capital. The bank's Managing 
Director, T.S. Bhattacharya, has 
also said that SBI would buy by 
October this year banks with $50- 
200 million (Rs 220-880 crore) in 
assets. Had Purwar a longer stint 
past his May, 2006 retirement, he 
may actually have had reason enough 
to pen Gerstner- 
like memoirs. 
RAHUL 
SACHITANAND 
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Most people walked home on 
July 26 and 27, and several 
thousand passengers were 
stranded in Mumbai 


SOUMIK KAR 





Rights after it studied the feasibility of the Bandra-Worli 
Sea Link and the subsequent reclamation work at the Mahim 
Creek: "By disturbing the natural course of events and 
redrawing the geography of the Mahim Creek, the link has 
gradually upset the flow of effluents and floodwaters that drain 
into the Arabian Sea. Experts say that this, in turn, may 
cause the Mithi river, which starts upstream at Powai and runs 
along the Andheri Kurla Road, to back up and cause inor- 
dinate flooding along the adjacent areas." 

That is exactly what happened. And the damages could 
be as high as Rs 20,000 crore. The city-based Indian 
Merchants Chamber has put out its estimate of losses, 
between Rs 8,000 crore and Rs 10,000 crore, but S.K. Saraf, 
Chairman, Federation of Indian Export Organisations 
(FIEO), believes losses to exporters alone (from loss of 
goods and indirect losses stemming from damaged con- 
tainers and roads) would tot up to that much (Rs 10,000 
crore). "The story isn't over yet," he says. “All feeder 
roads to Jawaharlal Nehru Port Trust are blocked and 
there is a 10-km long queue of trucks in Kalyan, so the 
damage is extending way beyond the first week." 

Then, there are intangible losses, things whose impact 
cannot really be computed in Rs crore. Nicholas Piramal's 
research centre in Goregaon was flooded; in the process, all 
cancer cell lines the centre had cultivated were lost. *This 
puts us back by around six months," says Swati Piramal, 
Director, Nicholas Piramal. 

Stories such as this abound, and all point to one thing. Poor 
urban infrastructure could well be India Inc.'s Waterloo. 
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bt cover story 


P Precarious Cities 


O CITY IN INDIA IS FULLY EQUIPPED TO 
handle a crisis of the magnitude that hit 
Mumbai.” That’s the opinion of Bikash 
Ranjan Bhattacharya, the mayor of 
Kolkata Municipal Corporation. Yet, 
the larger story, behind Mumbai and behind smaller 
crises in other cities, isn’t one of ability to handle natural 
or man-made disasters. It is one of poor urban infra- 
structure and administrative apathy. On July 15, for 
instance, Hyderabad recorded 6 cm of rain in three 
hours (a minor wetting compared to what was to come 
in Mumbai later). The impact: most parts of the city 
were flooded waist-deep and the road linking hi-tech hub 





Commercial capital: See the wheels of commerce turn? 


MUMBAI: A Planner's Nightmare 


Power: Peak demand 2,000 MW per day; peak supply 2,000 MW per day 


Water: Demand 3,900 million litres per day (MLPD); supply 2,940 MLPD. 
But capacity will go up by 450 MLPD with the development of Bhatsa dam 


Sewerage: 100 year old drains that discharge water at the rate of 25 
mmr/hour; the requirement is at least 50 mm per hour 


Tele-density: 53 per cent 
Vehicular population: 1.29 million (2001) 


Airports: Can handle 15 million passengers per year; however, the growth 
in the number of flights (over 500 planes land and take off from Mumbai's 
two airports every day) means the city desperately needs another airport 


Urban Planning: Most planning concems the island city, but the suburbs have 
witnessed rapid growth; last development plan drafted in 1991. NGOs claim the 
city, with a carrying capacity (population) of 1 million was hosting 15 million 


For: “This kind of rain happens once in 40-50 years; but we will have to 
investigate what went wrong.” Suresh Joshi, Commisioner, Mumbai 
Metropolitan Regional Development Authority, MMRDA 


Against: “We should halt further construction until we have a completely 
chalked out development plan for the city." Cyrus Guzder, Chairman, AFL 


Madhapur and the new commercial district Somajiguda 
seemed more a waterway than a highway. 

The problems Mumbai faced on July 26 and 27 
(and which parts of the city are still grappling with as 
this magazine goes to press) appear to have less to do 
with a freak meteorological phenomenon (a vortex 
over the city) than very avoidable human interven- 
tions. Thus, it wasn’t traditional low-lying areas that 
were affected (as they are every year), but new ones such 
as Bandra East, Kurla, Kalina, Goregaon, parts of 
Santacruz and entire stretches of the Western Express 
highway. Most of these border the Bandra Kurla 
Complex (BKC, where icici Bank, Citibank and a clutch 
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Coping: Falling popularity saves the city 


KOLKATA: Saved By The Bell 


Power: Peak demand 1,300 MW per day; peak supply 1,300 MW per day 
Water: A demand of 1,140 MLPD and a supply of 1,140 MLPD 


Sewerage: A 969-km network that can discharge 2,000 MT/day; still, the 
rain water drainage system leaves a lot to be desired 


Teledensity: 17.5 per cent 
Vehicular population: 850,000 


Airports: Can handle 2.5 million passengers a year and 100 flight move- 
ments a day; hasn't felt the pinch of growth (compared to Mumbai, Delhi, 
and Bangalore, flights to and from Kolkata have increased marginally) 


Urban Planning: There is significant growth in the residential real estate 
and retail industry, but West Bengal hasn't really attracted as many compa- 
nies as Karnataka, Maharashtra, Delhi, and Andhra Pradesh. Still, efforts 
are on to decongest Kolkata by building satellites at Rajarhat and Howrah 


For: "In the last 10 years things have improved. Several civic amenities are 
now much better. Water logging is not as bad as it used to be; and roads 
and public transport is better." B.K. Birla, Chairman, B.K. Birla Group 


Against: "The roads have improved, but a lot more needs to be done on 
this front." Sanjiv Goenka, Vice Chairman, RPG Enterprises 


Mumbai yesterday. Bangalore, Chennai, Delhi, and Hyderabad soon. 





of others have their offices) neighbourhood; BKC has 
witnessed rampant development over the past few 
years, and several environmentalists and urban plan- 
ners have cried themselves hoarse pointing out the 
extensive damage this has caused to the surrounding 
wetlands and the Mithi river that runs through them. 
That no one had listened is evident from the fact 
that July 28 was the first most of its citizens even 
heard the river's name. “There has been extensive 
destruction of mangroves (wetlands that occupy 
upwards of 150 acres in and around BKC and serve as 
a natural drainage system) illegally by builders," says 
Debi Goenka, Executive Trustee, Conservation Action 





A. PRABHAKAR RAO 


HYDERABAD: A Commuters Nightmare 


Power: Peak demand of 1,106 MW per day that is largely being met 
Water: A peak demand of 900 MLPD and a peak supply of 810 MLPD 


Sewerage: Traditional rain water drainage network has been encroached 
on; the city needs to invest in both sewerage and storm water 

drain network. Today, the city generates an estimated 450 MLPD 

of sewage and only a fourth of that can be treated in 

the existing facilities 

Teledensity: 27 per cent 

Vehicular Population: 1.5 million : 


Airports: The city airport handles around 60 flight movements a day; a 
sorely-needed international airport has been in the pipeline for some time. 


Urban Planning: There is no zoning to speak of; development is haphazard 


For: “Several initiatives are in the pipeline for removing encroachments, 
strengthening the storm water drain infrastructure and improving the 
public transport system." N.V.S. Reddy, Project Director (MMTS) and 
Additional Commissioner, Municipal Corporation of Hyderabad 


Against: "On an average, commuting time in Hyderabad must have 
doubled in the last one year." S. Sivakumar, Chief Executive (IBD), ITC 





Trust, a non-governmental organisation (NGO). 

In a city where land is scarce—the per capita space 
available in Mumbai is 86 sq. ft., among the lowest in 
the world; it is 129 sq. ft. in Delhi—a combination of 
the government-of-the-day's desire to maintain 
Mumbai’s standing as India's commercial capital, 
increased immigration of white- and blue-collar work- 
ers looking for better prospects, and plain greed have 
conspired to create a situation where the only cure will 
require tough decisions (such as new zoning laws) of the 
kind no one wants to take. Worse, much of the land 
being auctioned off by the mills is in low-lying areas. 
“The mill land development in Parel is only going to 
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The South's capital: A whole new meaning of ‘dry’ 


CHENNAI: Parched Earth 


Power: Peak demand 1,500 MW per day; peak supply 2,000 MW per day 
Water: Demand of 600-620 MLPD and supply of 210 MLPD 


Sewerage: The existing sewage and rain water discharge system dates back 
to the 19th century; once motorable water bodies such as Buckingham 
Canal, Covum River, and Adyar River have become cesspools of sewage 


Teledensity: 14 per cent 
Vehicular Population: 1.6 million 


Airports: Together, the two terminals (international and national) handled 5.5 
million passengers in 2004-05. The domestic terminal is in desperate need of 
an upgrade; on an average flights hover for 20 minutes before landing 


Urban Planning: The Chennai Metropolitan Development Authority 
(CMDA) has been given a wide charter, but has achieved little 


For: "Chennai's a great place to work. While the influx of people into the 
city may create problems now, they also bring many new opportunities." 
Joseph Sigelman, Co-CEO, Officetiger 


Against: “Water shortage is acute in the city. Then, Chennai's internal waterways 
have also not been cleaned for a long time." C.B. Rao, Deputy Managing 
Director, Orchid Pharma 





Fast lane: Not really, says Hoekstra 


BANGALORE: Growth Paralysis 


Power: Peak demand of 1,200 MW of which some 930 MW is met 
Water: Demand of 930 MLPD and a supply of 800 MLPD; set to improve 
once Stage IV of the Cauvery Project is fully completed 

Sewerage: Underground sewerage, introduced in 1922, covers a large 
chunk of the city, but lack of maintenance is evident during monsoons 
Teledensity: 11 per cent 

Vehicular Population: 2 million 


Airports: The city's one airport has been leased out from the defence min- 
istry; a new international airport has been in the works for the past 17 years 


Urban Planning: Bangalore has the room to grow, but unplanned growth 
has led to chaotic development, especially in south and east Bangalore 


For: "Bangalore is not Karnataka. There are just seven million people in 
Bangalore as opposed to 55 million in Karnataka." H.D. Deve Gowda, 
Former Prime Minister 


Against: "Why is the government inviting more companies to set up base 
here even as it fails to provide even basic infrastructure for existing compa- 
nies?" Bob Hoekstra, CEO, Philips Software 


lead to more and more flooding," rues Cyrus Guzder, 
Chairman, AFL, a logistics company. “Over the last few 
decades, Mumbai seems to have followed no masterplan 
for growth and conformed to no structured lines of 
development," says A.M. Naik, Chairman and Managing 
Director, Larsen & Toubro. *The deluge just confirmed 
what many of us have known all along, that the city's 
infrastructure has not kept pace with its expansion." 
The government of Maharashtra may have woken up to 
the problem—“The Chief Minister has said we will have 
to relook at all development control rules,” says Umesh 
Chandra Sarangi, Principal Secretary to the CM's Office— 
but fact is, every major Indian city is, in its own unique 
way, unfit for business. Bangalore's infrastructure has col- 
lapsed under the pressure of rapid growth; Chennai 
hasn't had enough water for almost a decade now; and 
Delhi, which abdicated its role as the centre of industry in 
its part of the country to satellites Gurgaon and Noida, is 
now watching the two implode. “Fact is we have triple 
back-up for power and double back-up for telecom and 
we also bear the additional cost of ferrying people from 
and to work,” says Pramod Bhasin, President and CEO, 
GECIS, India’s largest business process outsourcing (BPO) 
firm, which is based in Gurgaon (Haryana), a satellite of 
Delhi that has almost no public transport. “All of this cor- 
rodes India's competitive advantage," he adds. That it 
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Seat of power: But roads of misery 


DELHI: Capital Woes 


Power: Peak demand of 3,626 MW of which the city generates only 1,800 
MW: peak supply of 3,626 MW met by tapping other states 


Water: Peak demand of 3,859 MLPD and peak supply of 3,110 MLPD 
Sewerage: A discharge capacity of 1,433 MLPD; however, rainfall of 35.8 
mm on August 4, left many parts of the city flooded 

Teledensity: 65 per cent 

Vehicular Population: 4.2 million 


Airports: Delhi has two airports that together handle 500 flight movements 
a day. The domestic airport is under some strain, but has room to grow 


Urban Planning: Good, despite having a host of bodies that fall under two sep- 
arate governments (Delhi and Union); traffic has eased following construction 
of 30 overpasses on the Ring Road and the Metro Rail has made a difference. 


For: "We are setting up three power plants that will help meet projected 
5.000 MW power demand by 2010." Haroon Yusuf, Power Minister, Delhi 


Against: "We have no issues with Noida where our manufacturing plant is. 
The problem is in the movement of traffic and poor quality of roads on the 
Delhi side." Ravinder Zutshi, Deputy Managing Director, Samsung India 


does. For instance, Ramakrishna Karuturi who owns 
and runs one of India's largest floritech companies loses 
out on a few tens of crores every February when 
Bangalore's poor airport infrastructure means that he can- 
not meet the global Valentine's Day demand for roses. He 
has the flowers, but cannot send them out within 72 hours 
of harvesting, not unless he ships them from Bangalore to 
Mumbai and then out. 

There are other similar examples from other cities. 
Then, the problems they highlight—inadequate power, 
water, public transport; poor urban planning—are not 
new. However, when they threaten to bring business to 
a grinding halt, as the rains did in Mumbai in the last 
week of July, it is time for everyone, lay people, busi- 
nessmen, politicians and administrators to ask themselves 
how things could have been different. Sadly, as the 
Bangalore experiment shows, corporate participation in 
city improvement initiatives doesn't always work (see 
Why Politicians Hate Cities). As Peter Mukerjea, CEO, 
Star TV, says in the aftermath of the Mumbai floods, “I 
think whatever had to be said by everyone has been said; 
now it is over to the administration; let them take the 
best of those ideas and get down to implementation." 

REPORTED BY PRIYA SRINIVASAN, ARNAB MITRA, 

VENKATESHA BABU, SUPRIYA SHRINATE, 
E. KUMAR SHARMA AND RAHUL SACHITANAND 
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Why Politicians Hate Cities 


Simple, because they do not elect them. 


EE THE MAN IN THE PICTURE? 
His name is Somanahalli 
Mallaiah Krishna. He is 73, 
a senior leader of the 
Congress party that pretty 
much calls the shots in the United 
Progressive Alliance government of 
the country, and the governor of the 
state of Maharashtra. He was also, 
until May 2004, the Chief Minister 
of the southern state of Karnataka. 
The Congress didn’t lose the general 
elections to the Karnataka assembly 
that month; it just saw the num- 
ber of seats under its control 
decrease from 132 to 64, enough to 
force it to a position where it had to 
share power with the Janata Dal 
(S), led by former Prime Minister 
H.D. Deve Gowda. Most political 
analysts attributed Krishna’s loss 
(for that was what this was seen 
as) to his apparent focus on 
Bangalore. The man had founded 
the Bangalore Agenda Task Force 
(BATF), convinced professionals such 
as Nandan Nilekani (the cro 
of Infosys was Chairman 
of the task force) to 
be part of it, and 
empowered them 
to work with city 
administrators 
to improve 
the quality of 
urban infra- 
structure. The 
results were evi- 
dent in surveys 
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conducted by market research firm 
TNS that showed that most city resi- 
dents believed the quality of civic 
utilities in Bangalore had improved 
(see City in Sync, Business Today, 
August 17, 2003). It seemed that 
Bangalore, and Krishna were on to a 
good thing, despite criticism from 
Opposition parties that all this was 
being done to the exclusion of the 
rest of Karnataka. 

Then, the elections happened, 
the Congress saw a dip in its per- 
formance, and people like Deve 
Gowda were quick to point out 
that they had been right all along 
and that Krishna’s alleged city- 
centric focus had alienated the 
state’s other residents. There is a 
school of thought that the failure of 
the rains the previous year had more 
of a role to play in the Congress’ 
performance, than its Chief 
Minister's focus on the state capital, 
but Krishna resigned, was out in 
the cold for some time before being 
reinstated in a titular post in 























Popular opinion 
goes that former 
Karnataka CM 
S.M. Krishna’s 
Bangalore-focus 
resulted in his 
party’s poor 
election show 





Maharashtra, the BATF was dis- 
mantled, and, given the parallel 
exit of CEO Chandrababu Naidu's 
government in the state of Andhra 
Pradesh (where, ironically, the 
Congress was the gainer), political 
pundits across the country said, 
"Tut-tut, look what happens if 
you focus on cities," and went 
back to their overused power to 
the people campaigns. 

Even without the telling exam- 
ples of Messrs Krishna and Naidu, 
politicians have little reason to 
worry about cities. India's 10 largest 
cities send, between them, a mere 
28 representatives to Indian par- 
liament's lower house (Lok Sabha, 
and its total strength is 545). In 
Karnataka, Bangalore sends just 16 
representatives to the state legisla- 
ture (total strength: 224). And in 
Maharashtra, Mumbai does 34 
(total strength: 288). 

Notions such as economically 
proportionate representation or 
Central rule for large cities are both 
anti-democratic and impractical. The 
real solution lies in reforms that can 
increase the power of municipalities, 
improve their finances (right now, 
this is at the discretion of the state 
government) and encourage the par- 
ticipation of citizens in the gover- 
nance process. "In essence, reforms 
must move the state from its present 
primary role of a regulator to that of 
an enabler of institutions of self- 
government," says Sneha Palnitkar, 
Director, Institute for Local Self 
Government. Until then, India's 
politicians, while continuing to milk 
cities for funds for their parties and, 
in some cases, for themselves, will 
continue to ignore their needs. 
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«OW Good Ar Our Citie;.' 


Following the deluge in Mumbai, and the consequent impact on business, Business Today decided to commission market 
research firm Synovate to find out just that. In a survey covering 246 CEOs and senior executives across five cities, Delhi, 
Chennai, Hyderabad, Bangalore and Kolkata —Mumbai was left out because, as pilots showed, its residents were unlikely 
to pick anything but the most negative response possible in every case—the firm discovered that India Inc. doesn't think 
very highly of the cities it works out of. No city, it emerges, has what it takes to handle growth. Chennai doesn't have 

enough water; Kolkata's drainage system could do with an upgrade; Delhi is bad in terms of power supply and worse in 
terms of law and order; and Bangalore could definitely do with some more roads and overpasses. Is anybody listening? 


CAN YOUR CITY HANDLE GROWTH? HOW WOULD YOU RATE YOUR CITY'S 
BUSINESS CONTINUITY ABILITY? 
3 6 5 4 
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DELHI BANGALORE KOLKATA DELHI BANGALORE KOLKATA 
Yes No i Don't Know/Can't Say W Very Bad Bad Neither Bad nor Good i Good Very Good 
Barring Chennai, which escapes ignominy, but only just, no Indian Business Continuity, a term once considered relevant only for BPOs 
city has what it takes to handle growth, say CEOs and senior and IT firms has, after the Mumbai floods, become a hot issue for all 
executives. A better question to ask would have been ‘To what companies. Chennai and Hyderabad, not surprisingly, are considered 
extent does your city mis-manage growth?’ And not surprisingly, far better than other cities in terms of business continuity. The first 
Bangalore emerges the worst of the lot. did cope with a tsunami with a fair degree of proficiency. 








CAN YOUR CITY COPE WITH WHAT HAPPENED IN MUMBAI? 
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"You must be joking' wasn't a listed response for this question. It should 


have been. Hyderabad may have come out on top but it was paralysed on 
July 15 following 6 cm of rain. 


Your Experience With Your City 


- . DRAINAGE AND SEWERAGE SYSTEM WATER 
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E Very Unhappy Unhappy Neither Happy nor Unhappy W Very Unhappy Unhappy Neither Happy nor Unhappy 

W Happy W Very Happy W Happy W Very Happy 

Kolkata would appear to be the worst offender. That shouldn't That CEOs and senior executives would pick Chennai as the worst 
come as a surprise to anyone: until July 26, everyone's worst in terms of water management was pre-ordained. And there is 
flooding experience concerned the city. nothing happening on the desalination front either 
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Delhi can't have enough power; Bangalore's CEOs and senior executives seem to 
have forgotten that their companies run more on back-up power than anything else. 
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; W Very Unhappy Unhappy Neither Happy nor Unhappy E Very Unhappy Unhappy Neither Happy nor Unhappy 

^i W Happy Very Happy W Happy Very Happy 
The roads to Bangalore s airport and its famed electronics city are Delhi is the worst offender but there is nothing to cheer about 
perfect illustrations of how traffic shouldn't be managed. The score (86 here; every Indian city can aspire to improve on this front. As 
per cent of the respondents are very or somewhat unhappy) says it all. for Hyderabad, well it can only be a matter of time 
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LEADERSHIP MATTERS: 
INDIA TODAY tops the charts. 
. $ i TIMES a distant follower! 






New Delhi, Wednesday, June 10,2005 wy 


SIZE MATTER 
readership 5: 
the TIMES! 





HIGHLIGHTS 


India Today read by more young 
adults 

As per the latest readership survey 
conducted by the NRSC, significantly 
more young readers read India Today 
(7.7 million) across its Hindi & 
English editions than the Times of 
India/Navbharat Times combine 

(4.3 million). 










More well-educated read 
India Today 

The National Readership Survey 
reports that many more educated 
people across the country read India 
Today Hindi or English editions than 
the Times of India or Navbharat 
Times. That's more graduates 

(6.5 million vis-a-vis 3.9 million) and 
even more post-graduates (2.7 
million vis-a-vis 1.6 million). 
















India Today: The working 
professional's choice 
The latest edition of one of the most 
authoritative readership surveys in 
India, the National Readership Survey 
has made it official that more full-time 
working people read India Today 
English or Hindi (6.8 million) as 
compared to Times of India or 
Navbharat Times (3.9 million). 












India Today overi 
and Navbharat Ti 
by over 5 million 
readers, says NR 


New Delhi: India Today, the country's premier newsmagazine, has become the nation 
most widely read magazine occupying two podium positions. The India Today Hin: 
edition topped the magazines section with a readership of 10.72 million, relegating la 
year's leader Saras Salil (10.56 million) to the second spot. The Group's flagship Ind 
Today English edition showed impressive growth to rise to No. 3. 

The top honours for the two publications, announced recently by the Nation: 
Readership Survey (NRS) 2005 means that the combined readership of India Toda 
English and Hindi is not only highest in the magazines category but pales the figures « 
even stalwarts in the daily space such as the Times of India and Navbharat Times. 

The National Readership Studies Council (NRSC) report put the combine 
unduplicated readership of India Today English and India Today Hindi at a staggerin 
16.03 million while the Times of India-Navbharat Times combine pulled in just 10.3 
million readers. A whopping lead of 5.64 million readers for India Today! 


The Hindi edition of India Today has had an impressive showing of 10.72 millio 
readers but the good showing carried across the language barrier to the Englis 
edition, too. The India Today English edition grew by a phenomenal 49.3 per cent t 
reach 6.26 million readers, reclaiming its number 3 spot among magazines. 

A glimpse at the other contemporary magazines reveals Sun network's Tam 
magazine - Kungumam shooting up to the fourth position with a staggetin 
performance. While it stood at the 81st spot with a readership of 0.77 million in NR 
2003, it got back in the league with an overwhelming growth of 631 per cen 
Presently, with a reader base of 5.59 million, it boasts of offering competition to som 
ofthe widely read magazines. 








DIA TODAY GROWTH MATTERS: INDIA TODAY 
ore than grows by 67%! TIMES records 
a poor 8% growth. 
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<umudam with a growth of 62% 
nd 4.68 million readers under its 
elt has claimed the 5th position in 
IRS 2005. It was at No. 15 with 
' 89 million readers in NRS 2003. 


jarita has climbed to 6th position 
(ith a readership of 4.19 million in 


his NRS from the 11th position of J An exclusiveweport 
NRS 2003. _ , 
Srihashobha, losing 24 per cent of | : ndia S B 


ts readers, dropped to number 7 
with 4.12 million readers. Swati 
SVP reached rank 8 with 3.96 
nillion readers, a climb from MEM VE ANNUAL RANKING OF QUALITY 

Y A 5 THESEATES WITH. Highest economie freedom e Mosi 
aumber 19 in NRS 2003. Meri = 
Saheli seems to be losing hold on 
its readers. It lost 34% of its readers and has just managed to stay within the top 10 at position 9, 
with a reader base of 2.81 million. Ananda Vikatan managed to get into the top 10, a good climb 
fm rank 31. It grew by 63% since NRS 2003. 


The top 10 magazines in urban and rural markets combined are: India Today (Hindi) 10.72 
million, Saras Salil 10.56 million, India Today (English) 6.26 million, Kungumam 5.59 million, 
Kumudam 4.68 million, Sarita 4.19 million, Grihashobha 4.12 million, Swati SVP 3.96 million, 
Meri Saheli 2.81 million, Ananda Vikatan 2.76 million. 









India Today 
delivers better 
coverage than 

Times of India and 

Navbharat Times 


NEW DELHI: 
Readership Survey (NRS 
2005) conducted by the 
renowned body, the National 
Readership Studies Council 
has concluded that India Today 
covers significantly more 
ground than the Times of India 
and Navbharat Times put 
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together. Through just its 
Hindi & English editions 
India Today reaches more thar 
16 million Indians across the 
entire country whereas Times 
of India (11 editions) and 
Navbharat Times (2. editions) 
provide only partial coverage 


India Today 
Hindi rules 
key segments 


* India Today Hindi has more 
SEC AI readers than the 
leading Hindi newspapers 

Dainik Jagran or Dainik 
Bhaskar 


» More Graduates/Post 
Graduates read India Today 
Hindi as compared to the 
l'imes of India 





* India Today Hindi is read by 
more QOQTfttcers 
Executives/Businessmen 
Self-Employed Professionals 
than the leading Hindi 
newspapers-Dainik Jagran of 
Dainik Bhaskar 
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Mukesh Ambani 
Consolidates... 


His grand plan of things for Reliance Industries include 
doubling the capacity at the Jamnagar refinery and 
having a global presence. BY KRISHNA GOPALAN 


F ‘THINKING BIG’ IS ONE OF THE 
legacies that the late Dhiru- 
bhai Ambani handed down 
to his successors, then the 
group's flagship oil and petro- 
chemicals giant, Reliance Industries 
Ltd. (RIL), is in able hands. Last fort- 
night, at the company's first annual 
general meeting (AGM) since the two 
sons of Dhirubhai parted ways, 
Chairman Mukesh Ambani announ- 
ced that RIL would be investing 
Rs 25,000-crore to double the refi- 
ning capacity at its oil refinery in 
Jamnagar (Gujarat), from 30 million 
tonnes to 60 million tonnes. This 
will make it the world's largest gras- 
sroots refinery. It would have also 
pleased the group's founder and 
India Inc.'s original big thinker, had 
he been alive. For, the capacity at 
the Jamnagar refinery has already 
been expanded by more than six 
times since it was originally con- 
ceived by Dhirubhai with a capacity 
of just 9 million tonnes in 1993. 
Yet, big announcements have 
become de rigueur at RIL AGMs. Last 
year, it was the Rs 440-crore acqui- 
sition of European polyester major 
Trevira that was announced with 
much fanfare. This year, Mukesh 
Ambani unveiled investment plans 
that total up to a neat Rs 50,000 
crore ($ 11.36 billion), half of which 
will fund expansion of RIL’s refinery. 
The increased production levels at 
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MUKESH'S 


RS 50,000-CRORE PLAN 





m Double the Jamnagar refinery's 
capacity to 60 million tonnes 
per year with a Rs 25,000-crore 
investment 


B Expand oil and gas exploration 
da beg with a 
S 


" Expand polyester capacity b . 
adding a new vnd ory 
with a Rs 7,400-crore 

. investment - 


m Explore 10 new oil and gas 
discoveries that are spread across 
NEC 25, KG basin and Yemen _ 


@ Kick-start his group's life 
sciences and healthcare 
business, touted as the next 
big story from RIL 














the refinery will translate to 1.2 
million barrels per day of crude 
throughput with the export market 
being the prime target. *We are 
setting ourselves an aggressive sche- 
dule of the second half of the 2008- 
09 financial year for completion, 
while the full benefit of the new 
capacity will be available from 
2009-10," Mukesh told applauding 
shareholders. 

Along with plans for expanding 


refining capacity, RIL, the Chairman 
said, would also expand its polyester 
capacity and increase its upstream 
oil and gas exploration. He also 
announced 10 new oil finds—three 
in north-eastern India, six in the 
Krishna-Godavari (KG) basin and 
one in Yemen. This takes Reliance's 
total number of discoveries to 28. 


Global Thrust 

What was perhaps most noteworthy 
was Ambani's continuous emphasis, 
in his address to shareholders, on 
the need for Rit. to have a global 
presence. Although RIL’s exports in 
2004-05 were valued at $5,840 
million (Rs 25,532 crore), they 
constituted 34.89 per cent of its 
Rs 73,164-crore total turnover. Not 
surprising, because hitherto most 
of Reliance's businesses have pri- 
marily targeted the vast Indian mar- 
ket. Now Ambani wants the com- 
pany to take its core businesses—oil 
and gas, petroleum refining and 
petrochemicals—to new levels. 
Amidst speculation over a possible 
attempt to acquire Dutch petrochem 
giant Basell Nv (on which he didn't 
comment), Ambani mentioned that 
"scale of operation, overseas for- 
ays, exports and acquisitions" would 
help Reliance go global: broad hints 
about the future direction that the 
company could take. Says Mumbai- 
based Karvy Broking's Vice-President 
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try that imports 70 per cent of its 
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(E&P) and downstream 
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dling the entire value chain, besides bi 
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Anil Ambani 


Starts 


Off 


There has been no dearth of action from the younger 
brother who has announced a bevy of new forays. 





ADAE's Anil Ambani: He now has bigger tasks on hand 


F THE MORNING OF AUGUST 3 

was dominated by Mukesh 

Ambani’s grand plans for 

Reliance Industries Ltd.’s (RIL) 

future, the evening belonged 
to his younger sibling Anil. Ever 
since June 18, when the settlement 
of a seven-month-old dispute bet- 
ween the two Ambani brothers was 
made public, there has been a flurry 
of announcements from the Anil 
Dhirubhai Ambani Enterprises 
(ADAE) Group, the umbrella entity 
that comprises the telecom, energy 
and financial services businesses 
that the younger Ambani controls. 
On August 3, there was more. At a 
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quickly convened press conference 
that evening, Anil Ambani, 
Chairman of ADAE, announced the 
scheme for demerger from RIL of 
Reliance Energy Ltd. (REL), Reliance 
Infocomm Ltd. (Ric) and Reliance 
Capital Ltd. (RCL)—the three com- 
panies that he now manages. 
Shareholders of Rit —all 2.3 mil- 
lion of them—will now become 
shareholders of the two ADAE listed 
companies, RCL and REL (see What It 
Means For Shareholders). Over time, 
RIL’s stake in RCL and REL will be 
down to zero, with ADAE set to hold 
50.5 per cent in RCL, while it will 
hold 26.4 per cent in REL. The 


WVN MINNOS 


younger Ambani announced the 
ratios in which RIL shareholders 
would get shares of the two listed 
companies (see Shareholding Pattern 
Of Four ADAE Companies) and the 
formation of two new companies, 
actually special purpose vehicles 
(SPVs)—Reliance Communications 
Ventures Ltd. (RCVL) and Global Fuel 
Management Services Ltd. (GFMS). 
The former would comprise all the 
telecom entities, including RIC, Reli- 
ance Telecom Limited (RTL), Reliance 
Communications Infrastructure 
Limited (RCIL) and the recently-acqui- 
red Flag Telecom, while the latter, 
GFMS, would be a holding company 
with contracts for supply of gas from 
RIL. The two spys will be listed by the 


end of the current financial year. 


Value Unlocked 

Once that happens, the ADAE Group 
will have four listed companies. The 
announcement found favour in stock 
market circles. Says an analyst: “The 
most important thing is that the 
contours of the settlement are clear 
now and it will be work as usual.” 
For investors, it is an opportunity to 
put their money in three different 
sectors—telecom (through RCVL), 
energy (through REL and GFMs) and 
financial services (through RcL)— 
thereby avoiding the risk of investing 
in a conglomerate with diverse busi- 
nesses. Says Amit Rathi, director, 
Anand Rathi Securities: *Overall, 
it is a transparent business strategy 
and the unlocking of value is a posi- 
tive development." 

The structure of his newly 
carved out group in place, the 
younger Ambani scion now has big- 
ger tasks on hand. Already, a bevy 
of new forays has been announced, 
including Reliance Capital's invest- 
ments in a film production studio, 
Adlabs, a proposal to enter direct- 
to-home television broadcasting and 
FM radio. But observers see these as 
long-term plays. According to 
Rajeev Thakkar, Head of Research 
at Parag Parikh Financial Advisory 
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SHAREHOLDING PATTERN OF THE 
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Services Limited, the forays into new businesses may 
not make a difference immediately. Meanwhile, RCL 
and RIC are still in the growth stage. In financial servi- 
ces, Reliance Capital is in the midst of acquiring AMP 
Sanmar (a life insurance business) and wants to get a 
piece of the booming retail finance market. 

The future of the group’s telecom and financial 
services businesses would also depend on getting top- 
class management teams at both. Recently, Jai 
Menon, a high-profile ADAE hire from the Bharti 
group quit to return to his old company in less than 
a month. If Anil Ambani has been making news— 
either by announcing acquisitions or new ventures— 
don’t expect the buzz to die down in a hurry. The 
next few months will witness the run-up to the 
stock market listing of RCVL and GFMs. Remember, it 
has been over a decade since there was a public issue 
of shares from any Reliance group company. Ell 








WHAT IT MEANS FOR SHAREHOLDERS 


AU RIL CHAIRMAN MUKESH AMBANI ANNOUNCED 
mega investment plans at the company’s AGM on 
August 3, he scrupulously avoided telling the company’s 
2.3 million shareholders what the swap ratios for getting 
shares in the four ADAE companies would be. That task 
was left to his younger brother, who did so at a separate 
press conference in the evening. The formal announcement 
from RIL was eventually made two days later. 

RIL shareholders will get shares in all four ADAE 
companies. While two companies, Reliance Capital 
and Reliance Energy, are already listed, the shareholders 
will also get shares in the two SPVs (see Mukesh 


_ Ambani Consolidates...) that will get listed by the end of 


the current financial year. Here's how it will work. 

RIL shareholders will receive five shares in RCL 
for every 100 shares that they hold in RIL. The reor- 
ganisation proposal states that this will take place 
through the merger of a resulting company—Reliance 
Capital Ventures Limited—into RCL. The reorganisation 
will also have the REL shareholders getting seven 
shares for every 100 held in RIL. Again, like RCVL, this 
will have a resulting company—Reliance Energy Ventures 
Limited—which will be merged into REL. For the share- 
holders, the advantage is that there will be one single 
listed entity. Following the listing of GFMS and RCVL— 
the two SPVs—RIL shareholders will get 100 shares 
each in GFMS and RCVL for every 100 shares held in 
RIL. This was ratified by the RIL board at a meeting on 
August 5 when it was announced that each RIL share- 
holder, for every share held, would get one share each 
in Reliance Communication Ventures, Reliance Energy 
Ventures, Reliance Capital Ventures and Global Fuel 
Management Services. This is what Anil Ambani too was 
referring to in his earlier media briefing, except that 
he spoke of what the demerger would mean for his side 
of the business for RIL shareholders. RIL, on the other 
hand, elaborated on how that would be made possible. 


WHAT THE RIL SHAREHOLDER GETS 


Here's what RIL shareholders will own in each 


cud Communications Ventures hoo 


y the shareholder holds 100 shares in 
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reorganisation proposal 

utens M eae 
Ventures will accrue post the listing of the two entities. Both the companies will 
have an equity capital of Rs 611 crore with a face value of Rs 5 per share 
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Reborn labour pangs: Police vs agitating HMSI workers in Gurgaon 


Instances of Left-inspired trade union activities and labour unrest are rising across 
the country. It's time the government reined in its "allies". Else, it can squander 
away the gains of liberalisation. By swATI PRASAD 


f HE AITUC (ALL INDIA TRADE UNION € ONGRESS) 
headquarters at 24 Canning Lane in the 
Capital is abuzz with activity these days. 


Comrades queue up outside the office of 


Gurudas Dasgupta, General Secretary of the 
trade union and senior CPI leader. There is renewed 
hope that a Marxist utopia might yet emerge out of the 
present era of unashamed capitalism. 

Over the last three months, half-a-dozen instances 
of labour unrest in the bustling Gurgaon-Manesar- 
Dharuhera belt have caught the attention of corporate 
honchos in India and abroad. All of them have been ins- 
tigated by Left-affiliated trade unions, which are aggres- 
sively trying to spread their wings to North India. 
Their target: the contract workforce across the new 
industrial zones in the Gurgaon-Manesar-Dharuhera belt. 
AITUC, CITU (Centre for Indian Trade Unions) and even 
INTUC (Indian National Trade Union Congress) leaders 
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are holding regular meetings there, urging workers 
to “fight for their rights". Says Dasgupta: “There will be 
a labour movement across the country (see interview)". 

But this activism is causing unease in the corridors 
of India Inc. *Our collaborators have been calling 
from Japan to know about the incident in Gurgaon," 
says A.K. Taneja, President, Shriram Pistons and Rings. 
"The unfortunate episode has created ripples beyond 
India's shores," he adds. *The Gurgaon-Manesar- 
Dharuhera belt has been extremely peaceful. We've 
been there for 22 years and have never faced any- 
thing of this kind,” says Ravi Sud, vp (Finance), Hero 
Honda Motors. Its ancillaries, Autofit and Speedomax 
(a subsidiary of Omax Auto) in Dharuhera, though, 
faced labour unrest in May and June. *The labour 
unrest here seems to be part of a larger trend," says 
Deep Kapuria, President of Automobile Component 
Manufacturers Association and Chairman of Hi-Tech 


^. 


WORKERS ON THE WARPATH 
Trade union activities have been on the rise since the 


UPA government came to power in May, 2004. 
Here's a snapshot of some of them. 


HMSI (Gurgaon, Haryana) 


DISPUTE: Pay hike, formation of TU; RESULTED IN: Strike, violence; 
WHEN: April-July 2005; INSPIRED BY: AITUC 


SPEEDOMAX (Dharuhera, Haryana) 


DISPUTE: Pay hike; RESULTED IN: Strike; WHEN: May, 2005; 
INSPIRED BY: AITUC 


€ AUTOFIT (Dharuhera, Haryana) 


DISPUTE: Pay hike; RESULTED IN: Strike; WHEN: May-June, 2005; 
INSPIRED BY: AITUC 


e TOYOTA KIRLOSKAR MOTORS (Bidadi, Karnataka) 


DISPUTE: Wage settlement and disciplinary action; RESULTED IN: 
Agitation; WHEN: May, 2005; INSPIRED BY: CITU 


€ REMSONS CABLES (Gurgaon, Haryana) 


DISPUTE: Pay hike; RESULTED IN: Strike; WHEN: May, 2005; 
INSPIRED BY: AITUC 


@ KARNATAKA STATE ROAD TRANSPORT CORPORATION 
(Bangalore, Karnataka) 


DISPUTE: Pay hikes, transfers, dismissals; RESULTED IN: Strike, 
demonstrations; WHEN: Oct-Nov, 2004, July 2005; 
INSPIRED BY: AITUC 


@ MICO (Bangalore, Karnataka) 


DISPUTE: Pay hike; RESULTED IN: Strike; WHEN: June, 2005; INSPIRED 
BY: Not Available 


Gears, which supplies gear assemblies to manufacturers 
like Hero Honda, HMSI, Yamaha and Cummins. 

“Outsiders (read: Left TUs) are causing these labour 
problems," says the MD of a leading auto components 
firm. *These activists are organising meetings and inci- 
ting our workforce," he adds. This gentleman spoke on 
condition of anonymity as the Leftists have still not tar- 
geted his company. *If they read my statements, they 
will take their wrath out on me," he adds. Japanese 
envoy Yasukuni Enoki has gone on record expressing 
concern that the Gurgaon incident could affect the 
inflow of foreign direct investment into India. 

*The developed world often uses labour prac- 
tices as a non-tariff barrier and Indian industry is 
sensitive to this," says Kapuria, adding: “History tells 
us that once you get branded for militancy, it is difficult 
to attract investment." West Bengal is a classic example 
of that. Dasgupta and his comrades are trying to 





IB INTERVIEW: GURUDAS DASGUPTA . 


^| AM NOT ANTI-MNC" 


eine COMMUNIST PARTY OF INDIA LEADER 


Gurudas Dasgupta needs little introduction. A 
feisty trade unionist, he bas used his newfound 
influence to stymie the government's reforms 
agenda. Dasgupta spoke to BT's Swati Prasad on the 


Trade unions are flexing their muscles across the 
country. Why? 

Agitations are taking place in response to atroci- 
ties being committed by the owners of companies. 
Are you anti-MNC? 

I'm not anti-MNC. But we will not accept the 
labour reforms that the Central government is 
advocating. And we will not accept a hire-and-fire 


policy. 

But can't companies take disciplinary action against 
workers? For instance, in the case of HMSI, the com- 
pany had to take back dismissed workers. Won't this set 


a bad precedent? , 

I don't accept your stand. The HMsi management 
had taken unilateral steps (with regard to the dis- 
missal and suspension of workers). 


But is there place for aggressive trade unionism in 
an India that is going global? Most companies, especially 
in the Gurgaon-Manesar belt, today prefer to hire con- 
tract labourers. 

Even contract labourers should have unions. We 
have called an all-India bandh on September 29. 


"There are unions in Gurgaon that will partici- 


pate, including those formed by contract labourers. 
What will all this lead to? More agitations? 

There will be a movement across the country. 
And what happens to our economic growth rate if 
workers decide to hold bandhs and strikes? What 
about FDI? 

That is an oversimplification on your part. One or 
two days of bandh will not affect the growth 
rate. We want trade unions to be part of the gro- 
wth process. We are against the high-handed- 
ness of managements. And we don’t want this kind 
of a one-sided attack by MNCs on workers rights. 
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CPI(M)'s Karat: Wants companies 
to pass on profits to workers 


replicate their ‘Project Bengal’ in the rest of the 
country. But the government seems alive to the prob- 
lem. In the aftermath of the Gurgaon violence, Prime 
Minister Manmohan Singh told a delegation of Left 
leaders that foreign investors should not be made 
captive to labour demands. “This can create an 
impression that India is an uncertain place to invest 
in," agencies quoted him as saying. Singh's message to 
the comrades: avoid militancy and production losses. 
But he has only so much room to manoeuvre, given 
that his government is critically dependent on Left sup- 
port for survival. Despite promises of good behaviour, 
the Left is unlikely to give up the opportunity of 
expanding its base outside its traditional bastions. 
And the only path it knows is that of agitations. 

“All the new industrial belts—Noida, Greater 
Noida, Okhla and Gurgaon in the National Capital 
Region and the special economic zones in Maha- 
rashtra, Gujarat, Karnataka and Madhya Pradesh— 
are witnessing instances of labour unrest because 
most companies here are outsourcing their work- 
force," says Amarjeet Kaur, Secretary, Arruc. The Left 
has another, bigger grouse. *Look at the huge first 
quarter profits that large companies have reported," 
says Brinda Karat, member of cpi(M) Politburo. 
“These are never passed on to workers.” 

It was the trouble at Honda Motorcycle and Scooter 
India that focused public attention to the rising trade 
union activism. The problem arose when a handful of 
workers wanted to form a union and the manage- 
ment allegedly tried to stop them from doing so. The 
simmering discontent came to a boil when four work- 
ers were dismissed and 25 others were suspended. It 
culminated in a brutal police lathicharge on the work- 
force (and some outsiders) on July 25. Under pressure 
from Congress President Sonia Gandhi, Haryana Chief 
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@ Increase investment in traditional and co 


THE RED WISHLIST 
€ Comprehensive legislation for the unorganised he country (the — 
Unorganised Sector Workers’ Bill). Around 93 per cent of the total workforce in the 
country is employed in the unorganised sector as k ME 
€ Employment Guarantee Act: The Left parties have been demanding a legal guarantee 
of employment for anyone who is willing to do casual manual jer erui 
minimum wage. Any adult who applies for work under the Act is entitled to being 
.. employed on public works within 15 days X 


@ All contract workers in private Indian companies and MNCs s ou 


workforce in the country (the 
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€ Provide social security to workers in special economic zones and new industrial belts 


Minister Bhupinder Singh Hooda brokered an agre- 
ement between the workers and the HMSI management, 
under which the latter had to take back all dismissed 
and suspended workers. 

"The HMSI incident has disturbed the Japanese 
psyche,” feels Taneja. “They’re wondering: should 
we be in India or not? and, can India be a reliable 
outsourcing hub?” he adds. According to Kapuria, 
one of the reasons why total quality management 
(TQM) has taken root in India is that Japanese MNCs fol- 
lowed the cluster approach to building their vendor 
bases here. The downside of this approach becomes evi- 
dent during labour agitations. “That’s because problems 
at one company tend to affect the entire cluster. These 
clusters are a fertile breeding ground for divisive political 
elements who use militancy to build a political base,” 
adds Kapuria. “Even before the new labour laws— 
which we are opposing—have been enforced, 
companies, especially MNCs, have begun to practice hire 
and fire policies,” counters Kaur of Arruc. But the 
honchos of India Inc. think quite differently. “If firing 
is not easy, hiring will not happen,” says Taneja. 

But despite these developments, life carries on at 
most companies. When the Leftist trade unions called 
a Gurgaon bandh on July 28, companies there had to 
take extraordinary measures, like asking their employees 
to come in two hours before the normal morning 
shift. The bandh failed but it hasn’t dampened the Left. 
“One or two days of bandhs will not affect the country’s 
growth rate,” says Dasgupta. 

India is at an inflection point. It has achieved the criti- 
cal mass required for its economy to take off. Suddenly, 
another imponderable has been thrown into the 
equation. How the government tackles its friends on the 
Left will be crucial to the country’s growth story. 


ADDITIONAL REPORTING BY RAHUL SACHITANAND 


100% on JK Tyre 
T00% in control 


Maruti Suzuki SWIFT rides only on JK Tyre 


It's a proud moment for all of us at 
JK Tyre. India’s most anticipated car, 
the Maruti Suzuki swift has made 
its debut on JK Tyre*. JK Tyre is 
the largest OE supplier to Maruti 
Udyog Ltd., with almost all 
Maruti vehicles riding on JK 

Tyre. JK Tyre has also been 

voted No.1 in Customer 
Satisfaction by J.D. Power 

Asia Pacific 2005 India 


Original Tyre Study. 
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i-flex's Hukku: Cashing in or 


the product 


Just What 


(the) Oracle Ordered 


Citigroup's decision to sell its 41 per cent stake in banking 
software firm i-flex to Oracle is in the best interests of 
everyone concerned. Citi gets good money; Oracle gets to 
plug a gap in its portfolio; and i-flex gets that elusive growth. 
So, why are we not smiling? sy vENKATESHA BABU 
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XACTLY A YEAR AGO, WHEN CHARLES PHILLIPS, 

the President of Oracle, the second largest 

software company in the world, visited 

India for the first time (see "India Is 

Becoming A Pretty Big Market Opportunity", 
BT, August 29, 2004), the company had just made a 
hostile bid for PeopleSoft. Queried on possible acqui- 
sitions in India, Phillips said, “We are always scanning 
the marketplace for right opportunities." 

The right opportunity seems to have arrived. A 
seemingly innocuous meeting during Philip's visit is 
believed to have triggered a slow mating dance cul- 
minating in last week's announcement that Oracle 
would acquire Citigroup Venture Capital's (CVO) 41 per 
cent stake in banking software firm i-flex for a sum of 
$593 million (Rs 2,609.2 crore). 

As per regulatory requirements, Oracle will make 
an open offer to acquire an additional 20 per cent in 
the company at an estimated price of $316 million 
(Rs 1,390.4 crore). When the deal finally clears all 
regulatory hurdles, it would have cost Oracle a whop- 
ping $909 million (Rs 3,999.6 crore), according to 
Greg Maffei, CFO, Oracle. Essentially this means that 
Oracle's valuation of i-flex, which ended 2004-05 
with revenues of Rs 1,138.59 crore and a net profit of 
Rs 233.77 crore, is a staggering $1.5 billion (Rs 6,600 
crore). "The first phase of Oracle's applications strategy 
was to achieve critical mass, which it did (through its 
acquisition of PeopleSoft and other deals)," says 
Phillips. *Phase two is to tackle vertical markets. 
Acquisitions like that of i-flex are going to be impor- 
tant components of that strategy.” 

CVC, which decided to transform the bank’s resi- 
dent software firm Citicorp Overseas Software Limited’s 
(COSL) product unit into an independent firm, list this 
firm, and finally, sell its stake—potential suitors from 
IBM to SAP to Infosys are believed to have flirted with the 
company before walking away—is laughing all the 
way to the bank. Its initial investment of $400,000 
(Rs 1 crore then) has grown to Rs 2,609 crore! 


India’s Most Famous Product Company 

When i-flex ceo Rajesh Hukku joined Cost in 1989 
after a decade-long stint at TCS (Tata Consultancy 
Services), the company was an internal rr shop for 
Citibank with just one product. During his earlier 
stint at TCs, Hukku had seen how software code writ- 
ten by Indian companies was packaged into products 
and sold at a higher price. In 1992, Hukku proposed 
to Citibank that the product unit of COSL, with 150 
employees and its sole product Microbanker, be spun 
off into a separate company. Thus was born one of 
India’s first famous product companies. The new 
company was named Citicorp Information Technology 





i-flex In Numbers 
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The stock, though, has done well 
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Industries Ltd (CITIL). 

Citibank wasn't the company's first 
customer. CITIL focussed all its initial 
efforts on the Middle Eastern and 
African markets. Citibank was actually 
CITIL’s customer #47. However, CITIL’s 


BENEFITS OF THE 


BUYOUT 





m Citigroup Venture Capital's initial 


investment of $4,00,000 (Rs 1 
crore) in 1992 has grown in value 


product sales in the us,” says 
Partha Iyengar, Vice President, 
Gartner, an IT research and 
consulting firm. “Oracle will be 
able to open the doors of tier- 
one banks for i-flex in the us.” 


growth was restrained, surprisingly 
because it was a part of the Citi family in 
a broader sense. When this resulted in it 
missing out on the Y2K and the dotcom 
boom, and when, during pitches to 
banks such as Deutsche Bank and uns it 
became clear that they were not keen on 
buying software from a competitor's 
subsidiary, Hukku decided to put out 
some visible signs of its independence 
from Citi. In 2000, the company 
renamed itself i-flex; in 2002 it listed on 
the Indian stock exchanges. Its flagship 
product was Flexcube, a wing-to-wing 
banking software solution (it is the 
world's #1 selling core-banking solution). The company 
also began to complement its product with services such 
as systems integration and applications development for 
the banking industry, an area where it quickly ran 
into competition from companies such as TCS, Infosys 
and Wipro that derive more than a third of their reve- 
nues from this segment. Today products contribute 54 
per cent of the total revenue, 


Why Sell Out? 


For several reasons. While margins in the products 
business are in the range of 35-40 per cent, it is a mere 
10-15 per cent in the services business. Yet, much of 
i-flex’s growth in the past couple of quarters has 
come from services. And operating and net 
margins have come under sustained pressure. 
Then, for all its success, i-flex derives just 
around 30 per cent of its revenues from the 
crucial Us and European markets, and 
even that comes mainly from services. It 
has failed to make much headway among 
major banks in the us that were hesitant to 
buy their core banking 
solution from a small 
company. "i-flex had 
sort of reached a 
plateau in terms of 
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plugging a 























"Acquistions like that of i 


Oracle's 


Charles Phillip 


to $593 million (Rs 2,609 crore) 


i-flex's reach spans 515 banks 
mainly in the African, Asian and 


has its software installed in 8,500 
banks across the world; 17 of the 
world's 20 top banks in the world 
run on Oracle's database software 


Oracle buys the #1 core banking 
solution product in the world, thus 


In some ways, i-flex is at a 
point of inflection. Competitors 
such as Temenos, Misys and Fi 
Serv are breathing down its neck 
in the global market. And 
Infosys’ banking solution Finacle 
is giving Flexcube a tough time 
in the domestic market. That is 
where Oracle, a large player in 
the enterprise software market 
comes in. While i-flex has an 
installed base of around 515 
banks, Oracle has 8,500; 17 out 
of the world’s top 20 banks run 
on the Oracle platform. “Even if 
they introduce me to a 10th of their customers, we are 
made,” laughs Hukku, who is confident that the buyout 
by Oracle will not affect the company’s relationship 
with BM, which implements and services Flexcube in 
India. Hukku asserts that i-flex will remain platform 
agnostic, one reason why it will remain a separate entity 
under the larger Oracle umbrella. “We will provide 
what our customers want. But remember 90 per cent of 
our customers use Oracle. We see no problem. 
Depending upon market needs, we will continue to 
work with others including BM.” 

Cultural issues are something that i-flex also needs 
to address, Oracle operates in an aggressive, leave- 
nothing-on-the-table kind of style. i-flex’s culture is a 
combination of the technocratic and the genteel. So will 
there be integration challenges? “No,” declares Hukku. 
“There will be no integration challenges, because there 
will be no integration.” Then, that is something analysts 
like S. Subramanyam of Ascent Financial Services would 
like to wait and watch. “I think Oracle would like 100 
per cent control,” he says, pointing out that the company 
can derive considerable benefits by integrating its India 
development centre with i-flex’s services business. 

While all the players in the equation might have 
benefited, India’s first genuine product success story 
is now just a part of another multinational IT com- 
pany. That is a pity. tm 


rican markets. Oracle 


gap in its portfolio 


of implementing 
applications strategy” 


s/ President/ Oracle Corp. 
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“As a leader in India, we have been awarded 6 of the most 
prestigious international awards for 2004 - 05, by the most 
discerning juries.” 

EUROMONEY: Best Private Bank in India 
EUROMONEY: Best M&A House 

FINANCEASIA: Best Equity House 
FINANCEASIA: Best Investment Bank 
ASIAMONEY: Best Domestic Equity House 


THE ASSET: Best Equity House 


Reaffirming our long term commitment. 
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22821827. This announcement appears as a matter of record only. 
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Sidney Taurel/ Chairman, President & CEO/ Eli Lilly 





"THERE IS NO SUCH THING AS 


HE $13.9-BILLION 
(Rs 61,160-crore) Eli 
Lilly, better-known 
as the Prozac com- 
pany, is one of the 
best-known names 
among Big Pharma. 
True to the percep- 
tion about the company being dif- 
ferent from its peers—it is based in 
mid-west America while the others 
are largely located on the East 
Coast—its Chairman, President, and 
CEO Sidney Taurel, 56, outlined a 
radical new approach to business in 
April, when he admitted to share- 
holders that the era of the block- 
buster was over and that pharma- 
ceutical companies had to move to a 
new model. That must be among 
the clearest visions emanating from 
Big Pharma, which is clearly at a 
point of inflection: healthcare costs 
are up and everyone wants them 
down; there have been no signifi- 
cant launches in the past few years; 
regulations are getting tougher; and 
the financial costs of product liabi- 
lity—as Eli Lilly should well know; 
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it registered a loss of $252 million or 
Rs 1,108.8 crore (profits of $657 
million or Rs 2,890.8 crore in the 
corresponding quarter last year) in the 
April-June quarter, thanks largely to 
payments of $1.07 billion (Rs 4,708 
crore) towards claims on antidep- 
ressant Zyprexa—have never been 
higher. In a free-wheeling inter- 
view with Business Today’s 
R. Sridharan and R. Sukumar on a 
recent visit to India, Taurel speaks 
about the opportunities for Big 
Pharma in India and his company’s 
new model. Excerpts: 


We are told this is your first visit to 
India, Mr Taurel. 

Actually, second. My first was 11 
years ago. We started operations in 
India in 1993 and I came in 94, 95. 


What kind of change do you see in the 
country, especially in the pharma space, 
between now and 11 years ago? 

I think the most significant point 
has been the adoption of the patent 
law, which has changed the out- 
look for the pharmaceutical industry. 


A SAFE 
DRUG 


Are you happy with the patent legislation 
Or. 


I think there are one or two areas 
where it can be improved. There's 


this thing about... 


-.. National emergencies? 
(*Worse," says Rajiv Gulati, 
Chairman and Managing Director, 
Eli Lilly India, who interrupts. 
"What the legislation says is that all 
drugs that were there in India on 
December 31, 2004 will continue to 
be there."). That's one, and the sec- 
ond is that the law doesn't recognise 
the importance of data exclusivity 
(Put simply, pharmaceutical firms 
have to collect, collate, analyse and 
present reams of data on a mole- 
cule's behaviour before it becomes a 
drug; in the First World, this data is 
considered exclusive to the innova- 
tor company). 


Globally, the pharmaceutical industry 
seems to be at the crossroads. There 
have been no blockbusters. Costs are go- 
ing up, especially of invention. 
Regulations are getting much tougher. 


There is a huge groundswell among 
consumers about the prices they are 
paying for drugs, especially in the US, 
where they are saying this is a bit unfair 
because the original research was ac- 
tually public funded... 

Also, a number of patented drugs 
have gone off patent, and as 
you have said, the cost of R&D 
has been going up; the cost of 





products is going up. 

But if you look at the number of 
new products launched by the com- 
pany, we launched nine products 
in the last three and half years and 
that compares with seven products 
the previous decade. The reason for 
that is our strong commitment to 
R&D. We spend more on R&D than 
any other company in the industry, 


20 per cent of sales. 

Finally, I also have to say that 
we have not been distracted by 
mergers and acquisitions. We hay 
(had) a 
management process for the past 10 


very consistent porttoli 


years, which we have kept refining; 
the allocation of resources, selectior 
of the appropriate project (to fund 
IS a Very important part ot man 
ging R&D. 

So, we have been able to buck 
the trend, but we also face the sam: 
challenging environment as every 


bodv else, and this has led us 


look at wavs in which we can redu 
our cost base and improve our pr 
ductivity. So, we have, for exan 
ple, adopted Six Sigma tools. 

Six Sigma will really help 
reduce our cost base. This is also 
where we are becoming very int 
rested in countries like India and 
China in terms of finding ways to 
reduce our cost base and look for 
new R&D models. 

What we are seeing are capabili 
ties that are developing very quickly 
here based on great intellectual tal 
ent that exists and a more hospitabk 
environment in terms of intellec 


And we 


are seeing a number of companies 


tual property protection 


that are eager to partner with cor 


panies like us to do part or the full 


j 


R&D effort. So, not only are w 


looking to find cheaper ways to do 
things; (we are looking to partner 
with) some companies (that) ar 
willing to share the risks and rewards 
with us. Almost half my senior R& 

team is here with me exploring 


various options. 


Would this be restricted to manufac 

turing, or would you also consider out- 

sourcing manufacturing? 

We are also considering that and 

have done quite a bit of outsourcins 
r. We have a contract with Tata 

Consultancy Services. I think w« 


are their eighth (largest) custome 


Going back to the point about launches, 


bt 60 minutes 


there is criticism in the US that Big 
Pharma isn't doing enough homework 
before launching drugs. Are launches 
being hurried ? 

I think the criticism relates to side 
effects. I think that one thing every- 
one has to understand is that when 
you test a drug on 3,000, 5,000, 
10,000 patients, you are not going to 
find the side effects that you find in 
one out of a 100,000 patients. There 
is no such thing as a safe drug. There 
is a desire among the public to have 
drugs that are 100 per cent safe and 
cost very little. The reality is that it 
costs a lot of money to develop new 
drugs. The truth is every drug has 
side effects. If you name me a drug 
that has no side effects, it is possibly 
a placebo. 


The risks of product liability can be 
financially crippling for pharmaceutical 
companies. Your own recent experi- 
ence with Zyprexa... 

Part of the problem is the legal sys- 
tem in the Us, which is, quite frankly, 
a terrible system that puts companies 
at the mercy of trial lawyers. It is a 
system that is very corrupt and 
needs to change. We have seen a 
little bit of progress in terms of 
medical malpractice reform and the 
movement towards greater tort ref- 
orm and I hope that will come 
about because this is adding to the 
cost of healthcare. 

(Richard Smith, Lilly's strategy 
consultant for intercontinental 
region, interrupts Taurel at this 
point to say that he has ignored 
the part of a previous question on 
publicly funded research). 

There is a misconception that 
we are charging high prices for drugs 
that are developed in the public sys- 
tem. Only 3 per cent of the drugs 
discovered in the past 25 years have 
been discovered in the public system. 
It is a great symbiosis or synergy 


between what is done in NIH (the us’ 
National Institute of Health) and 
in academia, which is basic research 
versus the applied research that phar- 
maceutical companies do. Pharma- 
ceutical companies are the only ones 
that can discover and develop drugs 
based on some of the insights that 
academia is finding out on say, the 
origin of disease. 


In your speech to shareholders in April, 
you said the era of blockbuster drugs is 
over and that your company would, 
going forward, focus on delivering the 
right product at the right price to the 
right patient. Traditionally, Big Pharma 
has always focussed on blockbusters. 
Could you elaborate ? 

That’s a response to the environ- 
ment we were discussing earlier. 
Payers (healthcare consumers) say 
the value proposition they get from 
pharmaceutical industries is not a 
good one. Why? Because the block- 
buster model is to develop drugs 
for a particular disease and then we 
go to physicians and say try this 
drug on your patient and see if it 
works. In some cases it works on 80 
per cent of patients; in some it does 
on 20 per cent. For payers, the rest 
is waste. What if we could change 





things and say, for this set of patients 
there is a 100 per cent certainty that 
this drug will work. Research is 
moving progressively in that direc- 
tion. It will take a long time for the 
transition to occur, maybe a couple 
of decades, but that is our vision 
for the future and it is starting to 
happen in the oncology area. In 
order to implement this strategy, 
we need to invest in new tech- 
nologies like biomarkers and bio- 
imaging, we need to partner with 
diagnostic companies, and we need 
to experiment, 

What will be the end result? It is 
hard to say. It will probably be 
cheaper to develop the drug; hope- 
fully the failure rate can be reduced; 
on the other hand the market poten- 
tial will be reduced. So, we will need 
more drugs per year to continue 
with the growth rates we have enjo- 
yed. We will probably need two or 
three times more drugs. 

The blockbuster model will con- 
tinue in many areas for quite some 
time; the challenge is to make this 
model much more efficient even as 
we experiment with the transition. 


In pharma, the cost of marketing a drug 
is significant. Won't the new model 
increase the cost of marketing ? 

We haven't figured that out but I 
would assume we wouldn't use the 
same amount of marketing resources 
to market those drugs. 


Talking about generics, a contentious 
subject—Big Pharma is under pressure 
from generics-makers—a lot of Indian 
companies are getting into the space. 
Should Big Pharma worry? 

I think there is a role for generics 
and there is a role for research based 
companies and those roles are com- 
plementary. There is no generics 
business without research based busi- 
ness because today's inventions are 


"^ WE HAVE ORGANISED OUR R&D VERY DIFFERENTLY. WE ORGANISE IT BY 
THERAPEUTIC AREA. THAT HAS HELPED US IMPROVE OUR PRODUCTIVITY” 
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“ WHAT WE ARE SEEING ARE CAPABILITIES THAT ARE DEVELOPING VERY 
QUICKLY (IN INDIA AND CHINA) BASED ON GREAT INTELLECTUAL TALENT” 


tomorrow's generics. They need a 
pipeline of products from us. Payers 
face escalating healthcare costs; the 
fact that after a patent expires, price 
of drugs comes down thanks to 
generics, is a good thing because it 
causes overall healthcare costs to 
come down. That forces us to con- 
tinue to innovate because if we don't 
there is no future. 


If you look at most consumer-oriented 
industries, the centre of gravity is moving 
away from the US and Europe towards 
Asia. This hasn't happened in the phar- 
maceutical industry. When do you see 
that happening? 

It might be instructive to think about 
why the pharmaceutical industry is 
pretty much focussed on the us. The 
Us is the only country in the world 
with free-pricing (of drugs)—rewards 
for innovation. Two, the Us has 
excellent protection of intellectual 
property although we now see this in 
most developed countries. Three, 
there is a pretty good, reliable regu- 
latory system. Four is something I 
mentioned earlier, which is the sym- 
biotic relationship between NiH and 
the pharmaceutical industry and 
five, the existence of risk capital 
and an attitude towards risk that is 
more positive than European coun- 
tries. That has fostered the creation 
of start-ups. Something like 70 per 
cent of the biotech industry is based 
in the Us. For any other part of the 
world to take over from the us, it has 
to satisfy these conditions. At this 
stage, I do not see any country 
having all of that. Parts of it, yes. 1 
see lots of research being done in 
India and China and I can see more 
risk capital (in these two countries) 
and intellectual capital protection 
but although the potential of these 
markets is very high, at this stage, 
because of purchasing power, the 
market in direct terms is very small. 
Will that stop us doing more 
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research here to develop drugs for 
the world? No. 


Given that you have a significant market 
in developing countries, why isn't it 
possible for Big Pharma to develop low- 
priced products for these and then build 
up volumes? 

One big issue at this stage is con- 
sumer and political backlash in the 
US. American consumers are saying 
we are subsidising research for the 
rest of the world. Manufacturing 
costs are a very small part of the 
cost, for innovative drugs. The big 
part of the cost is R&D. So the fact 
that you can reduce your cost by 
increasing volumes isn't going to be 
very significant. 

As the Us population is becoming 
much more diverse we are doing 
segmented clinical trials for groups of 
different ethnic backgrounds. That 
should be helpful in other parts of 
the world. 

As far as the development of 
drugs for under-developed coun- 
tries is concerned, I have been very 
encouraged by some initiatives that 
have been moved by Gordon Brown 
(Chancellor of the Exchequer in the 
UK), and the Gates Foundation and 
others, which is to create artificially 


a market through funding from the 
government or from foundations. 
And to say, here is this disease and 
those countries cannot afford to pay 
for the cure, but here is a contract of 
$100 million (Rs 4,40 crore) of pur- 
chases for the company that is first to 
come up with an answer. That's a 
creative solution. 


If you look at the top pharma compa- 
nies in the US, they have been under- 
performing the S&P for at least the 
last five years. When do you see that 
changing? 

I think they are underperforming 
the s&P because the industry is no 
longer seen as a growth industry. 
The expectation for the next five 
years is in the mid single digits 
(around 5 per cent). Fewer products 
have been launched in the last five 
years, 40 per cent less. The number 
of patent expirations (in the next 
few years) is set to go up. Today, the 
industry is at a 10-15 per cent dis- 
count (in terms of P-E ratio) to the 
S&P 500. When you compare the 
growth prospects of the s&P and 
that of the pharmaceutical indus- 
try, that for the industry is still bet- 
ter. So, there is no reason for the dis- 
count, except perception. The risk of 
government investigation, product 
liability, more regulation is all fac- 
tored into that discount. When will 
it change? I do not know. 

Speaking of Eli Lilly, I mentioned 
we launched nine new products in 
the last three and half years. We do 
not face any patent expiration until 
the beginning of the next decade. 
We have an 18-20 per cent pre- 
mium versus the industry. We have 
the highest P-E ratio. 


If investors are not going to put money 
in pharma, will innovation stop? Isn't 
there a real threat of new drugs not 
coming to the market anymore? 
Absolutely. £f 
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Private EQul 
ig Money 
Rolls In 


Finally, some of the biggest names in the 
world of private equity are looking at India. 
Blackstone, Carlyle and Texas Pacific Group, 
who together manage some $60 billion 

in funds, have appointed — — 
Rajeev Gupta and Vivek Paul, 
respectively, as their pointsmen for India. 
Private eouity, as India knows it, may never 
be the same again. sy « sois 
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Dt Special 


ERE'S AN ANECDOTE THAT SHOULD REASSURE THOSI 
who are still tentative about the "India Story". Last year, when 
Blackstone, a New York-based investment and advisory firm with $14 
billion (Rs 63,000 crore) in private equity corpus, decided to invest 
outside its traditional markets of the us and Europe, it called in a bunch 
of consultants (including McKinsey, Citigroup, and Goldman Sachs, 
among others) for their take on the BRIC (Brazil, Russia, India and 
China) economies. The conclusion that Blackstone reached: Of the four high-growth mar- 
kets, India provided the best opportunity. Apparently, two of the factors that went in favour 
of India were its political system (stable democracy) and a pluralistic society, which 
seemed to represent the direction in which the world was headed. (The fact that a large 
= chunk of Blackstone’s research analysts is Indians also possibly added to the group’s 
comfort with the decision.) By September, Blackstone was talking to Mukesh Ambani lieu- 
tenant and Reliance Industries and Infocomm chief for ce porate development, Akhil Gupta, 
and by May 16 this year, it opened an India office, with Gupta as Chairman and 


NEWCOMER 


Some of the biggest players entered India this year. 
B 3i 


In March this year, 3i, a London-headquartered private equity and venture capital 
firm, appointed former J.P. Morgan Partners Asia's Anil Ahuja as Managing Director 

for India. 3i currently manages more than 400 Investments worth in excess of 
euro 2 billion across Europe and Asia 


SOUNDBYTE: “3i is a growth company and India is a growth market. 

Anil's appointment will enable us to accelerate our plans in India and further 
Increase the opportunities for our portfolio in the region." —Chris Rowlands, 
Head of Group Markets, 3i 





















li Texas Pacific Group 


An affiliated partner of TPG Ventures, Texas Pacific Group has $15 billion (Rs 66,000 
crore) in investment, a fifth of which is invested in IT and telecoms. Newbridge Capital, 
an affiliate of TPG, also operates in India. End of June TPG roped in Vivek Paul from 
TPG Partner Vivek Paul: Wipro as a Partner in the venture fund business. with specific focus on IT and lifesciences 
A big catch, Paul will SOUNDBYTE: "With our multiple investment funds; Vivek will be able to leverage his 


scout for opportunities in Strengths across venture start-ups, leveraged buyouts, growth investment and 
IT and life sciences turnarounds, both in Asia and globally." —VWilliam S Price, Founding Partner, TPG 


— Suddenly, India is the 
hottest story among global 


i — private equity investors. 
For India's budding risk 
capital industry, that's 
BB BP both good and bad news. 


$1 billion (Rs 4,400 crore) to invest in the country. Says Gupta, an engineer from irr Delhi 
and an MBA from Stanford University: *My argument (for taking up the job and asking for 
$1 billion in commitment) is simple. Look at China, where the savings rate is upwards of 
45 per cent, and look at India, where we are about 25 per cent. Savings are what drive 
growth, and to grow India needs capital... growth capital." 

Growth is indeed the operative word when it comes to India. And suddenly, nobody 
in the world of private equity (PE)—funds that invest long term in equity to grow compa- 
nies—needs to be convinced to come to India. This year alone, three other private equity 
investors for whom India's $1.7-billion (Rs 7,480-crore) market would otherwise be 
too small to merit any significant attention, have opened India offices (see The Newcomers). 
3i, a big player in Europe, roped in Anil Ahuja from J.P. Morgan Partners Asia in March 
this year as its Managing Director for India. The Carlyle Group, a powerful Washington, 
D.C.-based firm that has had premiers of countries (including George Bush Sr and John 
Major) as its consultants, poached Dalal Street's top dealmaker, Rajeev Gupta, this June from 
psp Merrill Lynch to be the head of its India buyout team. Less than a year ago, it had got 
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E The Blackstone Group 


Barely 20 years old, Blackstone dabbles in a variety of assets, ranging from private equity 
to real estate to corporate debt. In private equity alone, Blackstone has raised more than 
$14 billion (Rs 61,600 crore) and invested in over 87 companies. In May this year, it 
appointed former Reliance Industries honcho Akhil Gupta as Chairman, Blackstone India 


SOUNDBYTE:“We believe that India has enormous potential and that foreign direct 
investment can play a significant role in supporting the country's economic growth." — 
Stephen A. Schwarzman, Chairman & CEO, The Blackstone Group 


Bi The Carlyle Group 


Founded in 1987, Carlyle is one of the biggest PE investors, with $29.6 billion 
(Rs 1,30,240 crore) under management. In the last week of June this year, it 
appointed D-Street veteran and DSP Merrill Lynch honcho Rajeev Gupta as the 
Managing Director and Head of Carlyle India buyout team. Simultaneously, it 
roped in Raj Dugar from Merlion India Fund, and Manoj Dengla from Goldman 
Sachs, New York. Late last year, it hired Shankar Narayanan from Hathway 
Investments to head its venture and growth capital business in India 


Carlyle India's Rajeev Gupt: 
SOUNDBYTE:"This is a substantial expansion of Carlyle's investment activities in India Ilibalal Street veteran, | 

and demonstrates our belief that India holds significant opportunities. "—David Wilds {big-ticket buyout 
Rubenstein, Co-founder and Managing Director, The Carlyle Group Indiao 


bt 


PALASHRANJAN BHAUMIK/BUSINESS INDIA 


Shankar Narayanan from Hathway 
Investments to lead its venture capital 
(VC) business in the country. Another 
big investor, Texas Pacific Group, 
made a spectacular splash by snag- 
ging Vivek Paul from Wipro. Except 
that Paul will be based in the us, he's 
been entrusted with the task of find- 
ing investment opportunities in IT 
and life sciences, both in Asia and 
globally. Says Ashish Dhawan, Senior 
Managing Director, ChrysCapital, a 
Delhi-based investor: *Global funds 
are following a natural course—from 
the Us and Europe to Asia. India is 
finally on the radar." 

For investors long used to stagnant 
markets (growth, believe us, is an 
emerging market luxury), India is vir- 


SMALL, BUT GROWING 


In the last 10 years, VC/PE investment 


in India has grown 100-fold. 


YEAR 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06* 


*Estimated 


gin territory. About a decade ago, private equity was vir- 
tually unheard of in India, and the market was less than 
$20 million-big. Today, it is 80 times bigger, but that 
still only means $1.75 billion—which is possibly how 
much a Blackstone or a Carlyle would invest in one, at 


Wa. 





Blackstone India’s Akhil Gupta: He told Blackstone 


he wouldn't join unless it could commit $1 billion 
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growing at 


the most two, deal in markets like the 
us. So, there’s scope for plenty of 
deal making, Says Rajeev Gupta of 
Carlyle: “Look at this way: At $600 
billion (Rs 26,40,000 crore) India’s 
GDP is growing at 7 per cent a year, so 
there is $40 billion (Rs 1,76,000 
crore) of growth to be financed. From 
this, take out agriculture, adminis- 
trative services and small and medium 
enterprises, which probably need $15 
billion (Rs 66,000 crore) to grow at 7 
per cent. That still leaves me with 
$25 billion (Rs 1,10,000 crore) of 
growth to fund in the corporate sec- 
tor. That’s my market; it’s what I 
look at every morning.” 

Given that there aren't too many 
economies around the world that are 


7 per cent a year, every alternate asset 


(which is how the seriously rich view PE) investor 
wants a piece of India. Fund raising for India has 
become a cakewalk and not surprisingly, therefore, there 
are more than a dozen funds that have been either just 





Warburg's Rajesh Khanna: His fund turned a $300- 
million investment in Bharti into a $1-billion bounty 





The world's most deployed server 
platform now supports 64-bit 
applications. 





How can Intel Xeon Processor based servers serve you? 
intel.com/go/xeon 


intel. 
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raised or being raised. "There's a new fund every 
week in India," quips Manish Kejriwal, Managing 
Director, Temasek Holding Advisors India, only half 
in jest. Adds K.P. Balaraj, Managing Director, 
WestBridge Capital Partners, which is said to be rais- 
ing a second fund in the range of $150-200 million 
(Rs 660-880 crore): *Raising money has become much 
easier for India funds because the market has delivered." 

To some perceptive global investors, India has 
been a happening market for a few years now. What's 
helped convince the sceptics, though, is the series of 
spectacular exits that a lot of the PE investors have 
managed in the recent past. The most dazzling exam- 
ple: Warburg Pincus' partial exit in Bharti Tele- 
Ventures, where it turned a $300-million (Rs 1,410- 
crore then) investment (done between 1999 and 2001) 
into more than $1 billion through the open market sale 





of its holdings in three tranches between August 2004 
and March 2005. Warburg still owns a shade under 6 
per cent in Bharti, and that's worth another Rs 3,192 
crore ($725 million) at current price. Other two big 
exits, although vastly smaller in comparison to the 
Bharti example, have actually involved Actis, a London- 
based private equity investor in emerging markets. It 
sold its stake in uri Bank for $35 million (Rs 157.5 
crore) in July 2004 and iprc via an iro this July for $56 
million or Rs 246.4 crore (however, there were other 
investors in the deal such as cic, IFC and AIG). Says 
Donald Peck, the firm's Delhi-based Managing Partner 
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BETTING ON INDIA* 


Raising money for India is now a cinch. Little wonder, more 
than a dozen funds have been either just raised or being raised. 


Actis: London-based, it has just closed $325 million (Rs 1,430 
crore) in Actis India Fund Il, and $150 million (Rs 660 crore) in 
Actis South Asia Fund II. The latter will invest half of the money 
in India, and the rest in Pakistan, Sri Lanka and Bangladesh 


Baring Private Equity Partners India: Following a 
management buyout last year, its India partners have 
just closed a new fund of $175 million (Rs 770 crore) 


ChrysCapital: The Delhi-based firm just raised its third 
fund of $250 million (Rs 1,100 crore), taking the total money 
raised since 1999 to $450 million (Rs 1,980 crore) —the 
most by an entrepreneurial fund 


CVC International: Has just finished raising $1.5 billion 
(Rs 6,600 crore) globally, of which 40 per cent is 
expected to be earmarked for India 


Henderson Asia Pacific Equity Partners: It is currently 
marketing a $400-million (Rs 1,760 crore) pan-Asia fund that 
will also invest in India. Its first fund of $120 million (Rs 564 
crore then), raised in 2001, is already 95 per cent invested 


JumpStartUp: One of the few venture capital investors, 
JumpStartUp is said to be raising between $75 million 
(Rs 330 crore) and $100 million (Rs 440 crore) for India 


Quantum Advisors: Managed by Mumbai-based Ajit Dayal, the 
firm is said to be raising between $100 million (Rs 440 crore) 
and $200 million (Rs 880 crore) in growth capital. Quantum 
will likely invest $1-5 million (Rs 4.4-22 crore) per deal 


UTI Ventures: Its Ascent India Fund is raising another 
$100 million (Rs 440 crore) for India, and should close it 
by the end of this year 


ICICI Venture: Earlier this year, it raised Rs 600 crore in India 
Advantage Fund and in April, a dedicated 

$300-million (Rs 1,320 crore) fund for real estate 
WestBridge Capital Partners: The “US-India corridor" - 
focussed fund is raising its second India fund, said to 

be in the range of $150-200 million (Rs 660-880 crore) 


*Not a comprehensive list 


for South Asia: "Significant exits started only two 
years ago (middle of 2003), which got investors 
interested in India, and funds, as you can see, got 
their act together this year." 

Where will all this money go? In a wide swathe of 
opportunities, ranging from start-ups (funds like 
WestBridge Capital and JumpStartUp still do vc funding) 
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WestBridge's K.P. Balaraj: He is said to be wrapping 
up a second fund for India. Size: $200 million 


to private equity to PIPE (private investment in public 
equity, that is, listed companies) to buyouts to purchase 
of distressed assets (there’s plenty of it in India) to real 
estate. Says Renuka Ramnath, Managing Director & CEO, 
ICICI Venture: “Frankly, there are so many opportunities 
in India that the kind of deal you can do is only limited 
by your own imagination." Ramnath should know. In a 
unique deal earlier this year, ICICI Venture agreed to fund 
the launch of generic drugs in the us by Dr Reddy's Labs. 
One reason why funds will be broad-based and not so 
much sector-specific is the nature of the Indian economy. 
It is still a developing economy and, therefore, there aren't 
too many companies that need even $100 million 
(Rs 440 crore) in growth capital. Says Vishal Nivetia, CEO, 
GW Capital (of GE Capital's Gary Wendt fame): “In 
terms of opportunities, two types of companies will 
likely get funded: One, companies that have significant 
market share domestically and, two, ones that are tapping 
global opportunities." 

The relative lack of depth in the market is forcing 
even bigger players like Blackstone to think in terms of 
smaller deals. According to Blackstone's Gupta, who is 
currently evaluating about 10 deals, the firm won't mind 
looking at $25-million (Rs 110-crore) deals, although 
$100 million (Rs 440 crore) is the typical size elsewhere. 
Carlyle, too, is willing to be flexible on its deals. *We 
are a buyout fund, but in India we are not looking for 
control or absolute majority," says Rajeev Gupta of 
Carlyle. “We just want a significant management 
position so that we can work in partnership with 
Indian business families." Carlyle invests out of an 
Asia fund that has a corpus of $750 million (Rs 3,300 
crore), and it is willing to invest $50 million-plus 
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Actis’ Donald Peck: Based in Delhi, Peck manages 
South Asia for this emerging market fund 


(Rs 220 crore-plus) in companies that are past their first 
round of funding. 

Some sectors are clearly more attractive than others. 
IT, ITES, life sciences, automotive, pharmaceuticals, 
chemicals and textiles are red hot, while some others 
like metals, oil, and sugar aren’t that hot, although there 
are instances of deals happening here too. For example, 
CVC International (part of Citigroup) has invested in 
both sugar (Balrampur Chini Mills, arguably the most 
efficient sugar mill in the country) and metals (Monnet 
Ispat, a steel company, which has staged a turnaround), 
Says Ajay Relan, Managing Director, cvo International, 
which has invested $240 million (Rs 1,152 crore then) 
in manufacturing companies between 2001 and 2004: 
“We don’t sweat too much over what sectors we invest 
in. We are deal-to-deal firm that believes in identifying 
sleepers (that is, companies performing way below 
their potential).” 

With more private equity investors in the market, 
deal making will inevitably get expensive. That in turn 
will affect the returns these investors earn on their 
investments (see Problem Of Plenty on page 108). 
The good news: not everybody thinks that's a problem 
India is facing just now. Says Gopal Jain, Managing 
Director, Gaja Capital Partners, which is trying to 
raise an India fund: *The world has just started sup- 
plying capital to India. In fact, what happened to 
China 20 years ago is now happening to India." If 
he's right, then private equity investors had better 
buckle up for the ride of a lifetime. 
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The Who's Who Of 


€ 


e Equity 


Risk capital comes in all shapes and sizes, and 
often there are no clear demarcations. 








HEN FUND MANAGERS GO OUT TO RAISE MONEY FROM THEIR INVESTORS, THEY DO SO BASED ON 

strict mandates. One may promise to invest only in information technology (industry), another 

in South Asia (geography), and yet another only in buyouts (type of deals). So, when you 

are thinking of pitching to a private equity (PE) investor, make sure you are talking to the right 

one. Increasingly, though, such sharp demarcations are beginning to blur. Why? Partly because 
funds are becoming more opportunistic, and partly because investors are giving them the 
elbow room to be flexible. That said, it's still possible to create a “food chain" for the risk capital ecosystem. 
Here's how the industry maps out: 


Fund Of Funds 


These are, as the name suggests, funds that invest in funds. For 
example, Calpers (California Public Employees’ Retirement 
System), which invests hundreds of millions of dollars in other 
funds, and Adams Street (an investor in ChrysCapital). But India's 
first fund-of-fund (For), called the Evolvence India Fund, is about 
to be set up by Dubai-based V. Jagannathan. He's raising $250 mil- 
lion that will largely be invested via funds like UTI Ventures, 
IL&FS, GW Capital, and Baring. New Jersey-based Rumson Capital 
Advisors is also talking of putting together a $150-250 million 
(Rs 660-1,100 crore) For for India and China. 


The Buyout Funds 


Although Baring India did a buyout as far back as 1998 (see 
Landmark Deals), this is a relatively new category for India. But it's 
one that has taken off with a bang. Texas Pacific Gre up, Carlyle, and 
Blackstone are primarily buyout funds that invest large amounts (usu- 
ally upwards of $100 million or Rs 440 crore) in entire businesses. 
Their objective is to gain operational control of the business, add value 
to it (turn around, scale it up) and then sell it at a huge premium. 
When such a deal primarily uses the cash flow of the business to raise 
debt and service it, it’s called a leveraged buyout. 


Mid-market Private EquityFunds — — 


This is now the staple of the PE scene in India. These funds, which 








UMESH GOSWAMI 





94 BUSINESS TODAY AUGUST 28 


* WHAT DOES IT TAKE 
IO BECOME A 











FOUNDING MEMBER 





img 





| COURAGE. 





The courage to start HCL back in 1976 by virtually inventing India's IT and Technology industry. The courage to have two out of 
every five people dedicated to R&D, right from day one. The courage to develop India's first totally indigenous micro-computer in 
1978, at the same time as Apple and three years before IBM launched their first PC. Today, when everyone has been talking about 
being part of the billion dollar club, we hit the two billion dollar mark in December last year. This is not really surprising when you 
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business, leadership has always been as much about courage as technology. HCL. FEARIess. 
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traditionally have included cvc (Citi) International, 
ChrysCapital, Actis, Baring and, of late Gw Capital, Oak and 
Kotak, invest between $10 million (Rs 44 crore) and $30 mil- 
lion (Rs 132 crore) a pop in mid-cap stocks (either listed or 
unlisted) across sectors. This is also the most popular variety 
in India because most of the private equity demand comes 
from mid-sized companies that are expanding. 


Late-stage Private Equity Fund 


Warburg, Temasek, General Atlantic Partners, Newbridge, 
Carlyle, 3i and Apax are some of the funds that fall in this 
category. ICICI Venture does too, except that this India pri- 
vate equity giant also invests in start-ups. Here, the average 
deal size is slightly larger, ranging between $30 million 
(Rs 132 crore) and $100 million (Rs 440 crore) and, 
therefore, the target companies are relatively large-cap 
stocks. For example, Newbridge and Temasek invested 
$190 million (Rs 836 crore) in Matrix Labs, and Warburg 
invested $113 million (Rs 497.2 crore) in Moser Baer, 
both in the first calendar quarter of last year. 


Real Estate Funds 


Like buyouts, these funds are a new phenomenon in India. 
Delhi-based investor Gaurav Dalmia set up Landmark 
Holdings in 2003. to invest in real estate projects. So far, he 
claims to have invested $500 million (Rs 2,200 crore) in 10 
projects. ICICI Venture too raised $300 million (Rs 1,320 
crore) in April this year for a dedicated real estate fund. 
Foreign investors are also getting into the act. San Francisco- 
based Farallon Capital Management has made an entry 
through India Properties (a JV with Indiabulls). 


Hybrid Hedge Funds 


Technically, hedge funds aren't allowed to invest directly in 
the Indian markets. However, a new variety of hybrid 
hedge funds has emerged of late. Examples: Arshad Zakaria's 
New Vernon Bharat, which dabbles in everything from 
private equity to corporate bonds; Oaktree Capital 
Management and Pequot Capital are some others that are 
said to be operating with a flexible investment philosophy. 


Venture Capital Funds 


These funds, which invest in start-ups, are increasingly a 
dying breed because investors just don't want to take the high 
risk that goes with venture investing. However, in India, 
there are a few brave firms that still invest in start-ups. 
Among them are WestBridge Capital Partners, ICICI Venture, 
JumpStartUp, ut! Ventures, IFC, Intel Capital, sipbi and 
ChrysCapital. Investments in start-ups typically range from 
a couple of million dollars to $20 million (Rs 8.8-88 crore). 












UTI Ventures' CEO Raja Kumar: One of the 
rare government-owned funds that's active 


JumpStartUp MD K. Ganapathy Subramaniam: 
Unfashionably, he'll still fund start-ups 


Landmark Property's Gaurav Dalmia: Among 
the first to launch a real estate fund in India 
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Deals F 


soaked EQUITT DEALS 





JUNE-2005-02 
ACC Refractories 
ABG Shipyard 
Indiabulls Finance 
Max Healthcare 
Apollo Hospitals 
Hellosoft 


Hindustan Sanitaryware- 
PIPE 


Dr. Lal Pathlabs 
Aarvee Denim 
Celebrity Fashions 
Brainvisa Technologies 
Indo Schottle 


Indian Hydropower 
Development 
Corporation (IHDC) 






MAY-2005-Q2 
Rico Auto-PIPE 


Malladi Drugs 


Dabur Pharma 
JBF Industries-PIPE 


Lakshmi Overseas 
Industries-PIPE 


Adlabs Films-PIPE 
Ramky group 
MakeMyTrip.com 
Apollo Health Street 
Jagran TV 
Landmark 

Ambika Cotton 
Sasken 


APRIL-2005-Q2 


ICICI Venture 59.80 
Merlion 32.60 
Amaranth Advisors 30.20 
Warburg Pincus 26.70 
IFC 20.00 
TD Capital, Mitsui Venture Partners, 

Entrepia Ventures, Venrock Associates, 
Sofinnova Ventures & JumpStartUp 16.00 
Henderson 12.00 
WestBridge 9.80 
DEG 6.70 
New Vernon 5.80 
WestBridge 5.50 
Crossover 5.00 
IFC 4.00 


Morgan Stanley, New Vernon, 
Bessemer VC 


ICICI Venture, IL&FS VC & 
Sander Morris Harris Group 


IFC 
Citi, IL&FS VC 
Citigroup 


Bear Stearns, Arisaig Partners 
IFC 

Softbank Asia Infrastructure Fund 
Temasek, JP Morgan Chase 

New Vernon 

Kotak PE 

UTI Ventures 

Nokia Growth Fund 


+ 





Dr. Reddy's ICICI Venture 56.00 
GPPL IDFC 28.00 
VA Tech -MBO ICICI Venture 22.00 
Chalet Hotels IDFC 11.60 
(K. Raheja Group) 

TEMA India Actis 11.60 
Rain Commodities Citigroup 4.65 
(Priyadarshini cement) 

Evolva Biotech SA APIDC & others 2.50 
Carz-on-rent SIDBI SME Fund 233 
(Hertz licencee) 

Champagne Indage Reliance Energy Fund 2.10 
Bravo Healthcare SIDBI SME Fund 1.80 
SUB TOTAL 526.28 
PIPE: Private investment in public equity 
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INVESTEE COMPANY PRIVATE EQUITY INVESTOR(S) S$MILLION 





















MARCH-2005-Q1 


M&M-PIPE Temasek 60.00 
Welspun-PIPE Temasek 27.00 
Sintex Warburg Pincus 26.00 
PVR Shiv Khemka 17.00 1 
Abhishek Industries-PIPE Citigroup 10.00 
Bhushan Steel High Net Worth Individuals 6.80 
FEBRUARY-2005-Q1 
Balrampur Chini-PIPE Citigroup, New Vernon Bharat 25.00 
Leela Hotels-PIPE IDFC, HDFC & IL&FS 32.00 
Avtec Actis 17.80 
Onconova ICICI Venture 7.00 
Glenmark Labs Springhill Bioventure Fund, 5.00 
UTI Venture Fund 
PIEM Hotels (Indian New Vernon 5.00 
Hotels subsidiary) 
CLG Hotels IFC 3.50 
Royal Airways India Leverage Fund 3.50 





(IL& FS,Taib Bank & PNB) 


Bharti's call monitoring 
centre in Delhi: W 
Tel 


JANUARY-2005-01 


Shriram Group ChrysCapital 22.00 
Truck financing 
Indiabulls Credit Services Farallon Capital 20.00 
EXL Service Holdings Technology Crossover Ventures 10.00 
Jindal Poly- PIPE DEG 11.00 
Swaraj Mazda Actis 11.00 
Carritor Citigroup (CVC International) 55.00 
Sky Gourmet Navis 12.00 
KPIT Cummins-PIPE LBI Group (Lehman Brothers) 8.00 , 
Avesthagen IFC, FMO 7.50 
Max Healthstaff Warburg Pincus 5.60 
Elder Pharma Citigroup, Taib Bank, Italy's Acraf SpA — 5.50 
SUB TOTAL 413.20 
TOTAL 939.48 


T'S BEEN A PHENOMENAL YEAR FOR PRIVATE EQUITY INVESTORS. IN THE FIRST TWO (CALENDAR) QUARTERS, 
they've taken out more money by way of exits than they have invested in companies. Exits worth $993 
million (Rs 4,369.2 crore) versus investments of $939 million (Rs 4,131.6 crore). In contrast, last year, 
there was an estimated investment of $1.75 billion (Rs 7,700 crore), compared to exits worth $545 
million (Rs 2,398 crore). Here's a look at the PE Deal Land so far this year and the whole of last: 


NVESTEE COMPANY PRIVATE EQUITY INVESTOR(S 


DECEMBER-2004-04 AUGUST-2004-03 


India Cements Asia Debt Management Fund — Punj Lloyd —  Merlion — 

Air Deccan ICICI Venture, Capita Intemational ICICI OneSource Temasek, WestBridge 
Moser Baer-PIPE  ChrysCapital - Suzlon Energy .. ChrysCapital 

Max India Manda —— — .. WarburgPincus — DA Apollo Hospitals- -PIPE . Temasek _ 


Sterling Biotech-PIPE Citi 
CMS IFC 
JULY-2004 





Pre Mahindra Bank- Warburg Pincus 


Exide Industr Industries-PIPE . Temasek 











haara tans Contruction = ICICI Venture ta — cts (US based) 

Mié et. ——— — — RH Swaraj Mazda Actis - mt 38 — 
Trinethra + Fabmall ei . 1 22 00. Sakthi Sugars — O0 —— — 40 — 
Nok industries _RAFS. 0 sup Tora 197.40 
Zodiac Clothing Matterhorn 

tion Nace Energy India Capital vr. JUNE-04-02 

Ittiam Systems Bank of America Equity Partners-Asia Office Tiger — Francisco Partners 

Max Healthcare Warburg Pincus —  — Infinite Computer — Whiterock Partners 6. 
Subhishka —— ICICI Venture ds Astra Business Services. WestBridge, Sponsors 400 
Havell’s — — CIS T MAY-04 ] 
Jyoti Structures Reliance Energy Fu Fund | Scandent-PIPE UTI Ventures 3.00 


Outsource Partners Cargill Ventures APRIL-04 
International 


























Suzlon Energy Citi M 22.00 

NOVEMBER-2004 Alok Industries - PIPE CLSA 22.00 
GECIS ___ GAP, Oak Hill Capital a. Welspun india Limited ICICI Venture — X 
Jubilant Organosys-PIPE Citi, Henderson — — SUB TOTAL 
Gujarat State Petronet IDFC ay 2004-01 
Tejas Networks Battery Ventures & other 15.00 $ — Nitrex- MBO Actis | 36A 
IL&FS Investsmart Softbank AEN DORAL Yes Bank Rabobank ChysCapita, Citi, 155 
Nectar Lifesciences-PIPE Citi E EM .. Russell Asian Infrastructure Fund 
Newgen Carle ru vend Talisma Oak Investment Partners. 
Cosmo Films IFC Py m Sutherland — — Oak Investment Partners — . 3000. 

(3n gg 27507 ERES REM Development Credit Bank ChrysCapital — —— 8.00 
Siam Gop FMO GMREegy IDFC 200 
Truck financing — D BC : i 0 

L&T Infocity ——— 5— .— KCICI Vent Venture 


Satnam Overseas Temasek 
Gateway Distiparks Temasek 





Reach Sewn Tech. Nadathur Holdings(Promoted 
by Infosys co-founder N.S. Raghavan) E 


OCTOBER-2004 Oberoi Construction ICICI Venture 650 
Gammon India ChrysCapital — : Golo oo Bank Sabre Capital + other individuals - 5.00 
Hindustan Ti i k 

sme 0 S Mercator Lines MM Warburg Bank AG 





Ind Swift Labs-PIPE —— Swiss Finance, Aeneas Portfolio 


Nagarjuna Construction High Net Worth Individuals = 5.00 
SUB TOTAL “PPE. 





Arch Commerz Pvt. Lid. _ ICICI Venture 4.00 





SEPTEMBER-2004-Q3 Matrix Labs .. Newbridge, Temasek Holding 90.00 
AP Paper IFC, DEG, Fin Fund — Moser Baer (Follow on) Warburg Pincus ___ 113.00 
July Systems Charles River Ventures, IVRCL Infrastructure — Citi, ChrysCapital 2200 
E em & Projects — i 
Bharat Biotech IFC Aurobindo F | Pharma-PIPE. Merlion | India Fund (Temasek) 


Petronet LNG ADB 
SUB TOTAL 
TOTAL FOR 2004 





AplabsTech —— WestBridge — 
Indian Infrastructure Swedfund International AB 
Equipment 
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EXIT DEALS 


INVESTEE COMPANY 


2005 
Glenmark 
IDFC 
IVRCL 
IVRCL 
Bharti 


Bharti 
India Infoline 


TOTAL 
04-2004 
Paxonet 


pem 


Deccanet 
LG Soft India 
Blue Dart 


CashTech Solutions ` 


-Elind Computers 


SUB TOTAL 

Q3 

PeopleOne Consulting 
Bharti 

Futuresoft 

Meghmani Organics 
Infowavz 

UTI Bank 


Naukri.com 


SUB TOTAL 


02 

UTI Bank 
Netkraft 
Tavant 
w 
lvega 


- Daksh 


SUBTOTAL 

Q1 

UTI Bank 

Patni Computers 

Accel ICIM 

Shree Rama Multi Tech 
SIFY 

SUB TOTAL 

TOTAL (2004) 


Actis 

Actis, GIC.IFC,AIG 
Citigroup 
ChrysCap 
Warburg Pincus 


Warburg Pincus 
Actis 


ICICI Venture 


Raza Venture Fund A, Inc3 Ventures, 
Alliance Select Investors, 
Rothschild Technology Partners 


Infinity Ventures, IL & FS 
GVFL,TDA Capital, Intel Capital 
AG = 


JP Morgan Partners 

Warburg Pincus 

Intel, IL & FS 

Electra Partners, ASC Asian Equity 
ICICI Venture 

Actis 


ICICI Venture 


Actis 

Actis, JumpStartUp 

Actis, Anthelion Capital 

CDPQ 

Global Tech Ventures, ChrysCapital 


ICICI Venture, Global Bridge Ventures 


Intel, IL & FS, Sycamore 
ChrysCapital 
Actis, GAP, CVC 


ChrysCapital - Citigroup 
GE Capital 

ICICI Venture, Intel 

Actis 

Actis 


Secondary market investor 

IPO 

Secondary market investors(GMO) 

Fidelity & other secondary market investors 


peony market investors 
(Capital, GIC, Fidelity) 


Secondary market investors 
NRI 


GW Capital 
Conexant Systems 


TOM Online 
Flextronics 


Adecco SA 

Secondary market investors 
Flextronics 

IPO 

HIG Capital 


Secondary market investors 
(Capital, T Rowe, Morgan Stanley) 


Sponsors buyback 


HSBC 

ADEA Solutions 

Ameriquest Mortgage 

Promoter 

TCG Software (The Chatterjee Group) 
eBay 

Merger with Midas Communications 
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10 LAKH READERS HAVE MADE US PUNJABI. 


With a readership of 10.23 lakhs, Dainik Jagran has become the first newspaper 


to cross the 10 lakh mark in Punjab in five years. And that's a record 


éÍdeb STRUT 
r «cid reet cbr AATE 


9 states * 27 editions 


*&ourno: IRS 905 R1 Capital / DJ / 071 


bt special 


The Landmark Deals _ 


It takes courage and imagination to do novel deals. No wonder, there aren't too many of them. 


Warburg Pincus-Bharti Tele-Ventures: The industry is 
unanimous on the significance of the deal. To put it 
simply, it suddenly made India very sexy. Between 
1999 and 2001, Warburg Pincus decided to bet $290 
million (Rs 1,276 crore then) in a telecom start-up (get- 
ting 18.5 per cent in equity), and ended up making 
returns that few investors do worldwide. Between 
last August and March this year, Warburg sold a little 
over 12 per cent of its stake in Bharti for more than $1 
billion (Rs 4,400 crore). Its remaining 6 per cent is cur- 
rently worth another $725 million (Rs 3,192 crore). 
Truly, a once-in-a-lifetime deal for any investor. 


Oak Hill-General Atlantic Partners-GECIS: The single- 
biggest deal in BPO so far, GE’s partial sale of its BPO arm 
saw Oak and Gap pick up 30 per cent each for a total 
price of $500 million (Rs 2,200 crore). In a way, the 
sale of GECIS also put to test the robustness of India's 
BPO story. Happily for GE and the industry, GECIS 
came out with flying colours. It will be interesting to see 
what kind of an exit Oak and GAP manage eventually. 
One option could be to float GEcis. 


ChrysCapital-Spectramind: This is another Bro story, 
but of a very different type. In 2000, when 
ChrysCapital's Ashish Dhawan decided to back 
Spectramind's Raman Roy, the BPO industry com- 
prised only the captive units of companies like GE 
and AmEx. By backing an individual, Dhawan possi- 
bly stoked the Bro boom that followed. Of course, 
Spectramind was a life-saver for Dhawan too. The $10 
million (Rs 44 crore then) he invested in it, fetched him 
$60 million (Rs 288 crore then) in 2002, rescuing his 
first fund from total loss. 


Baring-BFL-Mphasis: When Rahul Bhasin and 
N. Subramaniam of Baring Private Equity Partners 
bought an ailing BFL Software from Keshav Bangur in 
March 1998, they struck India’s first buyout deal. 
But the Baring-BFL story got interesting only after the 
buyout. In June 2000, BFL acquired Jerry Rao’s Us-based 
Mphasis Corporation in a stock-swap deal, and then 
went on to merge Msource with Mphasis-BFL. When 


BT went to press, Mphasis had been put on the block 
by Baring India. 


IFC-Moser Baer: Back in 1994, when the India story was 
not even a glimmer in the eyes of international 
investors, IFC had the courage, and possibly the vision, 
to invest in an Indian company that wanted to make it 
big in a product segment (floppy diskettes) domi- 
nated by Japanese and Taiwanese giants. Then again, 
in 1998, when Moser Baer wanted to get into CD-ROMs, 
IFC put in $6 million (Rs 25.2 crore then) in equity and 
$20 million (Rs 84 crore then) in debt, followed by 
another $15 million (Rs 66 crore then) in equity in 
2000 and $30 million (Rs 132 crore then) in debt. 
Today, Moser Baer is one of the biggest global manu- 
facturers of optical media storage devices. 


Actis-Punjab Tractors: This deal will always be remem- 
bered as the first private equity investment in public sec- 
tor disinvestment. Actis, a London-headquartered 
firm, bought the Punjab government's 23.5 per cent 
stake in Punjab Tractors in July 2003. 


ICICI Venture-Dr Reddy's: icici Venture, easily one of the 
most innovative PE investors in India, struck a unique 
deal with the Hyderabad-based Dr Reddy’s Labs in 
March this year. At a cost of $56 million (Rs 246.4 
crore), ICICI Venture agreed to bankroll Dr Reddy’s 
generic drug launches in the us during 2004-05 and 
2005-06. It’s a brave new R&D funding model for 
the pharma industry, and an even braver decision for 
ICICI Venture. 


Sabre Capital-Centurion Bank: It's another buyout, but 
one that involved a turnaround. In April 2003, Rana 
Talwar-promoted Sabre Capital Group (besides 
BankMuscat and Singapore's Keppel Corporation) 
offered to recapitalise an ailing Centurion Bank. (Sabre 
was expected to bring in Rs 319 crore in two phases.) 
In June this year, Centurion Bank agreed to merge with 
the Bank of Punjab to create the Centurion Bank of 
Punjab, with 235 branches, 2.2 million customers 
and Rs 9,395 crore in assets. 
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School for Thought Leaders and Change Masters 
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Post-Graduate Programme in 
Management (PGPM) 
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Post-Graduate Programme in Human 


Resource Management (PGP-HR) 
Jointly with National HRD Network 
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* 
National Management Programme 
n (NMP - Executive PGDBM) 


ADMISSION PROCEDURE Jf 


e Appear for the 
Common Admission Test 

(CAT) to be conducted by the 

IIMs on 20th November, 2005. The 

CAT Bulletin with application form can 

be purchased from select branches of 
State Bank of India (for details see CAT 
advertisement which appeared in leading 
s on 17th July 2005), The last date for 
AT bulletin from SBI branches is 22nd 


August 2005. 
€ Apply to MDI by filling in a separate application form. 


@ Foreign / NRI 


submitting valid GMA 


licants (not sponsored) can also apply by 
scores (taken not earlier than January, 


2005). NRI applicants residing in India during July-December, 2005 


will have to appear in CAT. 


. 


€ Final selection will be based on the performance in the CAT / GMAT and 
subsequent group discussion and personal interview. 


MDI PROSPECTUS, CD AND 
APPLICATION FORM 


AVAILABLE AT: € MDI Campus, Gurgaon 
or MDI Counter, Reception lobby, IFCI 
Tower, 61, Nehru Place, New Delhi -110019 
(Tel. No. 26438471, 26434674). 


Forms also available from all centres of IMS/ 
Career Launcher / PT Education / T.LM.E. 


DATE / TIME: 12th Aug. - 18th Nov. 2005, 
Monday-Friday between 10 a.m. - 5 p.m. 


€ The Application Forms are available on 
cash payment of Rs. 1300/- (including 
Application Processing Fee). Applicants 
wanting the Application Form by mail will 
have to send a crossed Demand Draft of 
Rs. 1,350/- (US $100/- for Foreign / NRI 
applicants) in favour of "Management 
Development Institute" payable at New 
Delhi vui with two self addressed 
adhesive stickers (with Tel. No.) clearly 
superscribing on the envelope the choice 
of the programme. 


Prospectus once sold will not be taken back. 


ELIGIBILITY 


€ Minimum of 3-year Bachelor's degree or 
equivalent in any discipline recognized by 
the Association of Indian Universities / 
AICTE as eligible for Post-Graduate Studies 
in Management. 


€ Candidates completing all requirements 
for obtaining the Bachelor's degree by 
June 2006 can also apply subject to 
furnishing evidence to that effect latest by 
1st Oct. 2006. 

ADDITIONAL REQUIREMENT FOR NMP: 
Atleast 5 years of post qualification work 
experience. 

The last date for receiving completely 
filled-in application forms at MDI is 
21st Nov., 2005. 

For more information please log on to 
www.mdi.edu or www.mdi.ac.in 
MDI uses CAT for short listing candidates for its 
two-year full time Post-Graduate Diploma in 
Business Management. IIMs have no role either in 
the selection process or in the conduct of the 
programme. 


For further information, contact Admission Office: 
MANAGEMENT DEVELOPMENT INSTITUTE 


Mehrauli - Gurgaon Road, Gu 
Phone: 2349831-36, 5013050 
Email: admissions 9 mdi.ac.in 


aon 122001 
2 Fax: 2341189, 2342244 
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Do VCs Really 


Adding value: Baring’s Bhasin 
(bottom) not just merged his 
buyout BFL with Rao’s Mphasis 
but also helped reinvent the 
new entity’s business model 
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With private equity investors increasingly 
investing in mature listed companies, it’s 
getting harder to say yes to that question. 


OMETIME BACK, A DELHI-BASED PRIVATE EQUITY INVESTOR DESCRIBED 

his business to this magazine as “legalised banditry”. No doubt 

he was exaggerating for effect, but the point he was trying to 

drive home is by and large valid. And which is that, often, pri- 

vate equity investors (we've used vcs in the headline to loosely 
describe all long-term equity investors in this industry) don't put in 
enough effort to justify the kind of returns they end up making on their 
better deals. *vcs may pretend to add more value than they actually do," 
says Gaurav Dalmia, a Delhi-based investor himself. “They know the lan- 
guage, intimidate management and get away with murder. Most don’t 
and can't add value, honest ones say so." 

Dalmia is being harsh. How much value a vc (we'll be using this 
word in a broad fashion in the rest of the story) adds depends on a num- 
ber of factors such as the nature of the fund, the stage of investment, 
nature of the business, the quality of management, and the manage- 
ment's own inclination. A buyout fund will necessarily add more 
value because it is taking control of a company and how well its 
investment fares is dependent on significant increase in the value of the 
business. Therefore, a buyout fund may want to change a non-per- 
forming management, sell poor quality assets, restructure the business, 
or even merge it with a similar company in its portfolio. 

Take the case of erstwhile BFL Software. Originally promoted by 
Kolkata-based businessman Keshav Bangur, it was bought out (India’s 
first such deal) by what was then ING Barings in March 1998. While the 
Bangalore-based company had reasonably good capabilities, its marketing 
skills were non-existent (at that point, its revenues were stagnant). 
50, in 2000, Baring India decided to merge the company with Jerry Rao- 
promoted Mphasis, which had positioned itself as an e-business integrator 
along the lines of Scient, Viant and Sapient. However, Mphasis had poor 
delivery and fulfilment capabilities, although it had a global management 
and superior marketing capabilities. The two companies were merged, 
and Baring went on to create Mphasis BFL, which by March next year will 
have revenues of Rs 1,000 crore. It is already valued at more than 
Rs 2,100 crore. Says Rahul Bhasin, Baring Private Equity Partner 
India's Managing Partner, and who until recently was the Chairman 
of Mphasis: *I would like to believe that we have brought significant 
value to Mphasis BFL in a variety of areas, ranging from governance 


NN 
| 
WM 


n 


il 


i} 
l 


) 
J 


W 


IU 


4 


1 


 T-——Á 


22) 


35) 


4 


- 





VUHAW NVAIA 


YUHAW NVAIA 


to changing management at different stages of the company's growth 
to the business model itself." 

In the case of start-ups, the potential and the need to add value is 
greater. Take the case of Applabs, a Hyderabad-based software testing 
company, where WestBridge Capital Partners was the early investor. When 
Applabs wanted to broaden its us footprint, WestBridge actually stepped 
in to find a suitable target, which it did in the form of a small Utah-based 
company that was part of its network. Sometimes a vc can help turn a 
dead-end business model on its head and, thus, rescue it. Like it happened 
in the case of Manish Sabharwal's India Life. When first conceived of by 
the Wharton grad in 1997, it was supposed to be a life insurance and pen- 
sion fund management company. But after wasting two-and-a-half years 
trying to get started, India Life made a U-turn and decided to become a 
focussed BPO in HR. Says Sabharwal, who quit India Life after it was 
acquired by Hewitt, and is now the Chairman of TeamLease Services, a 
temp staffing company: "There's no doubt that ViewGroup (which 
invested about $3 million or Rs 13.2 crore in India Life) played a key role 
in mutating the business model. Often, entrepreneurs don't realise that 
not every idea is an opportunity." 

Such opportunities reduce dramatically when the vc invests in large 
companies, especially if they are already listed. Says Akhil Gupta, Joint 
Managing Director, Bharti Tele-Ventures: *In a company like Bharti, they 
(Warburg Pincus) don't get involved in day-to-day running of operations. 
But as global investors, they bring tremendous value at the board level." 
Agrees Ratul Puri, Executive Director, Moser Baer, which was initially 
funded by trc, but now has a director on the board from Warburg: "They 
make excellent board members because of their broad perspective and 
commitment to make their investment succeed." 

That's one reason why companies that could just as easily raise 
money from the capital markets go for private equity. This is especially 
true in the case of companies that may be fundamentally strong, but suf- 
fer from poor perception because they aren't savvy enough to create a 
buzz about themselves. Take for instance, Abhishek Industries, a large 
terry-towel manufacturer that also supplies to Wal-Mart. cv 
International (of Citigroup) invested $10 million (Rs 44 crore) in 
Abhishek Industries earlier this year, and Citi's stamp of approval 
immediately boosted the stock some 9 per cent. 

However, there's danger of such deals (not necessarily this one) turn- 
ing out to be what a Delhi-based vc calls “the Ganga jal syndrome"—that 
is sprinkling the holy water of vc money on a company to “purify” its image. 
The stock goes up for no other reason—the management is happy and so 
is the vc. But retail investors, especially those that are not savvy, may not 
have a similar experience. Such instances may increase if the investor is act- 
ually some sort of a hedge fund in the garb of a private equity investor. But 
on the whole, there's little doubt that it is the vcs who help turn the dreams 
of entrepreneurs into reality and thus grow the economy. 


Orten, private equity investors don't put in 
enough effort to justify the kind of returns 
they end up making on their investments 
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The Individual As 
An Institution 


Private equity is essentially an individual-driven 
business. No wonder, more and more global investors 
are willing to put money behind individuals. 


ID YOU KNOW THAT 

The Blackstone Group 

was founded barely 20 

years ago by Peter G. 

Peterson and Stephen 

A. Schwarzman with just $400,000 
in funds? Today, it manages more 
than $14 billion (Rs 61,600 crore) 
in private equity funds. Similarly, the 
controversial Washington, D.C.- 
based The Carlyle Group was 
founded in 1987 by four men 
(Stephen L. Norris, who's since left, 
William E. Conway Jr, Daniel A. 
D'Aniello and David M. Ruben- 
stein) after a meeting in the New 
York hotel The Carlyle (hence the 
group's name). Globally, that's how 
private equity works. A bunch of 
partners comes together to raise 
money and invest in companies. In 
India, however, the earliest venture 
capital (VC) investors, say, in the 
mid-80s were institutions such as 
regional state-level agencies, fol- 
lowed by others like icict and uri. 
It's only starting the mid-90s 
that the phenomenon of, what 57 
would like to call, entrepreneurial 
VCs emerged. Most famously back 
then, Pradip Shah set up IndOcean 
Fund with money from George 
Soros and The (Purnendu) Chatter- 
jee Group. But it wasn't until the 
late 90s that a new breed of entre- 
preneurial vcs emerged that raised 
money globally on its own steam. 
Ashish Dhawan and Raj Kondur of 
ChrysCapital (the latter is no longer 
with the firm), and K.P. Balaraj and 
Sumir Chadha of WestBridge 
Capital Partners were among the 
early ones. Now, there are others 
following suit. Rahul Bhasin and 
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N. “Subbu” Subramaniam of Baring 
Private Equity Partners India have 
just raised a fund of $175 million 
(Rs 770 crore) on their own 
strength. There are others who are 
trying to do so: Gopal Jain of Gaja 
Capital Partners and a us-based 
partner, and Shujaat Khan (for- 
merly a ChrysCapital partner) are 
two examples. 

Raising money from global 
investors isn’t easy. Says Bhasin, 
who hit the road last September 
and finished this July: “The single- 
biggest challenge is to get people 
to meet with you and to verify your 
claims.” If you don’t have a us 
education to boast of—Bhasin 





"| 


7 


i! 


doesn't; he is from IIM-A—it can be 
harder still. But if you have a strong 
us background like Dhawan, Balaraj 
and Arshad Zakaria of New Vernon 
Bharat, raising money can be a lot 
easier. WestBridge, for instance, is 
believed to have closed its second 
India fund ($200 million-big) within 
two months of its launch. Zakaria, of 
course, is in a different league, 
having been Merrill Lynch's presi- 
dent of global markets and invest- 
ment banking, until he was ousted 
end of 2003. The tragic part about 
the entrepreneurial vC story: While 
global investors are putting money 
behind Indians, Indian investors 
(institutional or individual) are not. 
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Owned funds Rs. 23,510 crores 
(as on 31.3.2005) 
NPAs 0.000004% (as on 31.3.2005) 
Capital Adequacy ratio 38.78% 
(as on 31.3.2005) 
NABARD Capital Gains Bond Redemption without surrendering 
Under Section 54(EC) of IT Act* of Bond Certificate 
No TDS on interest except for NRIs 
5.20% p.a. for 5 years on Annual (subject to change as per IT rules) 
Option (with 3 years Put/Call Option) Electronic Clearing System 
facility available 
5.30% p.a. for 7 years on Annual Easy issuance of Bonds 
Option (with 5 years Put/Call Option) Demat Facility available on 
fresh application 
* This is issued as a matter of announcement and Half yearly, yearly and cumulative 
should not be construed as an invitation to interest options available 
subscribe to the issue. For details, memorandum 
of information may be referred to Personalised customer service 
Wide network & service centres 
across the country 
Applications also accepted at select 
branches of UTI Bank Limited 
The bonds are on private 
placement basis 


and Rural Development 


NABARD is fully owned by Govt. o! India and Reserve Bank of india 


© National Bank for Agriculture 
S 


In the service of rural India for 23 years 
Issue Open and on tap. Plot No C-24, G Block, Bandra-Kurla Complex, Bandra (E), Mumbai 400051 





H.O. - Mumbai: Tel: 022-26539060, 022-26539468, 02 Wc ! 98201 39 / 98200 35970 / 98200 35853 
(West) - Ahmedabad 9426720534 + Panaji 2420053 90 + Pun 50986610 * Agartala 224 val 15 * Bhubaneshwar 9 ! 
227040 * Gangtok 223015 * Guwahati 2513102 + Imphal +t 2215967 216 87372 + Ranchi 2308266 + Shillong 250 
(North) + Bhopal 9893120608 * Chandigarh 9872663548 * Dehradun 2740230 * . * Lucknow 9839075491 * New Delhi 981067 
* Raipur 9893137220 * Shimla 2622567, 2622258 (South) * Chennai 9/ 7*H ad 9 2835 + Thiruvananthapuram 9447374716, 2325725 « Bangalore 
9448497000. For details, visit NABARD's website at www.nabard.org 

R K SWAMY 8800 NABARD 12789 
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Problem Of Plenty — 


What happens when too much money starts chasing too few deals in the country? 


CS HATE IT WHEN 

the stock markets 

are booming. Why? 

Valuations go 

through the roof, 
promoters turn up their nose, 
and it gets that much harder for 
vcs to find deals that will earn 
them the kind of returns their 
investors want. And a Sensex 
at 7,800 seems like the worst 
time to be a private equity 
investor. Says Akhil Gupta of 
Blackstone: *We are evaluating 
about 10 companies currently, 
and the investment could hap- 
pen anytime now or could 
even take a year. I can't say 
particularly when because valu- 
ation expectations are simply 
too high." 

Why are valuation expecta- 
tions high? There are several 
reasons. One, there's more 
money (read: funds) in the mar- 
ket; therefore, there's stiffer 
competition among the investors. 
Two, promoters have a number 
of ways of raising equity without 
having to put up with *meddle- 
some’ private equity investors, majority of whom insist 
on a board seat. The promoter can launch an IPO, 
do a short-term private placement, issue foreign cur- 
rency convertible bonds (FCCBs, which seem to be all the 
rage now), and even issue global depository receipts 
(GDRs). Says Donald Peck of Actis: *There's absolutely 
no shortage of money. The question is, what types of 
deals (can vcs do) and at what price?" 

If some of the India veterans are looking smug in 
the face of new competition, it's because India isn't an 
easy market to operate in. Deals are relationship- 
driven, regulations are complex, some of the terms of 
co-ownership are unique to the country, and there's 
premium on quick turnarounds. That immediately 
puts at a disadvantage funds that don't have a suffi- 
ciently long experience of operating in the country or 
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have fund managers who aren't 
required to get every single 
decision they make vetted by a 
superior sitting somewhere else 
in the world. 

One way some of the newer 
funds are trying to address that 
problem is by hiring seasoned 
India managers. Akhil Gupta of 
Blackstone, Rajeev Gupta and 
Shankar Narayanan of Carlyle, 
Vivek Paul of Texas Pacific 
Group, Anil Ahuja of 3i are all 
people with extensive know- 
ledge of India and, therefore, 
have possibly been given greater 
elbow-room than most fund 
managers. Fortunately for the 
smaller funds, they may get to 
survive in niches, where deal 
sizes are much smaller (say, 
between $1 million or Rs 4.4 
crore and $20 million or Rs 88 
crore). Yet, there's no doubt that 
it will be tougher hereon to 
generate the kind of returns that 
vcs in India have over the last 
two years. “VCs can't just take the 
old stand of spraying capital and 
praying that some of them turn 
out to be such winners that they cover losses from 
others,” says Sridhar Mitta, Managing Director & CTO 
of e4e, a Bangalore-based outsourcing company that’s 
trying out an alternative ‘holding company’ vc model. 

Others like Vishal Nivetia, CEO of Gw Capital, say 
that while it’s clear that there’s more competition 
and money now than five years ago, the verdict is 
not out on whether there’s too much money. “In 
France, which is as small as any state of India, 
there are 75 pE firms, and in India we have only 
about 20 active funds. There is enough room for 
everyone, and I feel the market will segment and be 
more focussed in each segment,” says Nivetia. It’s 
hard to disagree with him. India’s growing economy 
may just surprise everyone by sucking in a whole lot 
more money than what’s on offer. 
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Outsourcing 
is hereto stay 


What else with our products 
reigning the world over 


Be it our Radiators, Charge Air Coolers or Air Cooled Oil Coolers, Teksons 
has achieved the Numero Uno status both inland and across the globe. 


With innovation becoming the key differentiator, Teksons has developed 
unique Combisets that cater to a spectrum of applications. 


Radiator + Hydraulic Oil Cooler 

Radiator + Hydraulic Oil Cooler + Engine Oil Cooler 

Radiator + Hydraulic Oil Cooler + Transmission Oil Cooler 

Radiator + Hydraulic Oil Cooler + Eng. Oil Cooler + Trans. Oil Cooler 
Radiator + Charge Oil Cooler 


$ rrF 2 Ne C € A P a T Watkins - e 
Excavators * Back ho Loaders * Dumpers * Injection Moulding Machines 
Tippers * Concrete Mixers * Compactors * Hydraulic Concrete Pumps 
Compressors * Gensets 


Our Other OE & OE Replacement Products 


Copper - Brass Radiators + Heat Exchangers * Plate & Fin type Oil Coolers 
e Steel Oil Coolers + Marine Heat Exchangers, Inter Coolers f 


C Teksons Lid. 


Kolshet Road. Thane 


For OE requirements contact Email: teksons@eth.net Website: www.teksonsradiators.com Tel 91-22-25340351/1352/0353 
Fax: 91-22-25340561. For Spare Parts requirements please contact our Authorised Dealer: J.D.V. Automotive Engineering Pvt. Lid 
H.O.: Modi Chambers, Opp. Opera House, Mumbai - 400 004. Sales Office: Ashish Bldg. (Anasuya CHS Ltd.), R. No. 8, Ground Floor, 335 
Bellasis Road, Tardeo, Mumbai 400 034. Tel: (022) 23883948/49. Fax: (022) 23883947. Email: stct@bom7 .vsnl.net.in 


impulse2@vsni.com 
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Riding Out Of 





Things are 
looking up at 
Dr Reddy's 
Labs. First 
quarter profits 
are up and the 
stock has gained 
some of the lost 
ground. Finally, 
the worst may 
be behind the 
pharma major. 


BY E. KUMAR SHARMA 


VERY DARK CLOUD, THEY 
say, has a silver lining. 
And at the Hyderabad- 
based Dr Reddy's Labs, 
the first set of good 
news is beginning to 
streak through a dense 
cloud of concerns that hung over 
the company for more than a year 
now. First, there was news of the 
Indian pharma major losing a legal 
battle for amlodipine maleate, indi- 


BHAKAR RAO 


cated in the treatment of hyperten- = 


sion and angina, thus dashing its = 


hopes of tapping a potential oppor- 
tunity to rake in over $200 million 
(Rs 17,600 crore) in peak sales from 


the drug and in the process be able 2 


- Dr Reddy's Prasad: Happy 


to launch its first speciality drug; 
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this was followed by the company 
losing ground in some of its key 
products in the Us generics market, 
and then came the announcement 
from Novo Nordisk that it was dis- 
continuing trials of an insulin sensi- 
tiser molecule licensed to it by Dr 
Reddy's. Impact of it all? In just 10 
months last year, the Dr Reddy's 
stock dropped to Rs 700—half of its 
year-beginning price. 

So, the company’s results for 
the first quarter of this year brought 
cheer both to its Executive Vice 
Chairman and cro G.V. Prasad and 
Dalal Street analysts. Consolidated 
net profits jumped 87 per cent to 
Rs 30.69 crore, and net sales 15 
per cent to Rs 538 crore. Not sur- 
prisingly, the next day, the stock 
was up 7 per cent from Rs 766 to 
Rs 822, before closing at Rs 803. 
Prasad, understandably, is a bit rela- 
xed. Does this mark the beginning 
of Dr Reddy’s return to the good 


Looking Better 


— and profits are up again. 
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old days? Prasad is loath to stick 
his neck out that far. “We have not 
done anything fundamentally dif- 
ferent in this quarter,” he says. The 
upturn, he says, is an outcome of 
two factors: Internal improvements 
and external factors. 


On the Mend 

There’s no doubt that things are 
finally beginning to look up. DRL’s 
revenues from branded finished 
dosages in India grew by 19 per 
cent to Rs 141.7 crore, simply 
because the trade (distributors) got 
over its fear of the value added tax 
(VAT) and went to business as usual. 
In other words, sale that hadn’t 
been made in the last quarter of 
2004-05, got done in the first quar- 
ter, in addition to the regular sales. 
Fortunately for the company, a sur- 
prise surge in orders for branded 
formulations came in from Russia, 
pushing sales up 47 per cent to 


The Stock’s Recovering 


In the last 15 days, Dr Reddy's is up 11 per cent. 
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Rs 75.4 crore. While analysts attri- 
bute it to some seasonal purchases, 
Prasad says the rise in sales were 
aided by the trade in Russia making 
advance purchases, as the products 
(especially its lead brands like 
omeprazole and ciprofloxacin) were 
coming in for a re-registration cycle 
in that country. 

Not all the gain, though, is due 
to external factors. Internally, the 
company has been working to 
improve productivity and cut costs. 
In March this year, it struck a land- 
mark deal with Icici Venture to 
raise $56 million (Rs 246.4 crore) to 
fund the cost of launching generics 
in the us market. That apart, there 
has been a conscious effort to drive 
revenues in key markets. In his 
speech to the shareholders at the 
company’s annual general meeting, 
founder-Chairman K. Anji Reddy 
spoke of how serious efforts were 
being made to build a business 





The search is on: The company hopes 
to launch a new chemical entity soon 
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Founder-Chairman K. Anji Reddy: Still committed to funding basic research 


model that was research-driven yet 
low-risk. *I am confident that the 
closure of the kind of deal we have 
in mind for financing and mitigating 
the risk of development of new 
molecules will be path breaking, 
and perhaps not just in India," he 
said. It is believed that Dr Reddy's 
may adopt a similar model for fund- 
ing basic research. 

The biggest worry remains, 
though: North America, which 
accounts for almost half of the 
global drug industry by value. *We 
still have challenges and the North 
American market has still under- 
performed," admits Prasad. That's 
not unique to Dr Reddy's. Ranbaxy 
Laboratories, India's biggest pharma 
company and which derives more 
than half of its revenues from mar- 
kets abroad, took a hit to the bot- 
tom line too last quarter. Net profit 
fell from Rs 195.8 crore to Rs 101.3 
crore. Ranbaxy's CEO & Managing 
Director, Brian Tempest, attributed 
a large part of the drop to the us 
markets, “The company remained 
affected by the us market environ- 
ment witnessing competitive pres- 
sures,” he said in a release. 

That apart, Ranbaxy’s quina- 
pril generic antihypertensive drug 
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remained off the market following 
a court case by Pfizer. Then, its 
R&D expenses doubled to $26 mil- 
lion (Rs 1,14.4 crore) due to inc- 
reased investment in bio-studies 
for generic filings. 

Fortunately for Dr Reddy's, the 
European market is picking up. But 
then, the problem, as analysts point 
out, is that Europe is a highly frag- 
mented market and, therefore, a 
mixed bag. Some markets like the 
UK and France are easier to enter 
and thus more competitive than, 
say, Germany. Also, infrastructure 
needs to be built in each of these 
countries, adding to overheads. *We 
have a hub in the uk and will now 
build the spokes around it in several 
of the European countries such as 
Germany, Spain, Italy and France by 
either direct presence or in part- 
nerships," says Prasad. Message: 
The focus is firmly on Europe, 
which accounts for 28 per cent of 
global drug sales by value (Eu alone 
accounts for 25 per cent). 

The next two years will be 
critical for the generics business 
in the us, as the market will sig- 
nificantly expand with more pro- 
ducts going off patent. Also, the 
company has promised to launch 


Concerns Remain... 


Next quarter results will show 
if the upturn is sustainable 


Decisions on impending 
litigations (among others, one 
on anti-ametic Ondansetron 
(read: Zofran) and another on 
clopidogrel (read: Plavix) could — 
impact both performances 


Dr Reddy's scale-up in 
generics may not show in the 
US generics market until 2007 


...But There is 
Potential Upside too 


The Deal with ICICI Venture 
for sharing cost of generic 
drug launches in the US 
would take some pressure off 
the bottom line 


A similar deal may happen 
in the case of drug discovery 


Any victory in the impending 
litigations will boost investor 
sentiment 


its first wholly-developed drug in 
2008-09. Therefore, investors will 
keenly watch development on that 
front. (The company has quite a 
few molecules in advanced stages 
of clinical trials.) Then, decisions 
on some crucial court battles are 
also likely, and those would have a 
bearing on the performance of 
companies like Dr Reddy's. 

The only problem, according to 
Prasad, is that while the markets 
will expand, they will also get more 
competitive in terms of pricing. 
However, the company is confi- 
dent of being able to build a self-sus- 
taining, robust and profitable gene- 
rics business in the us. *We are 
doing our best," says Prasad. Inves- 
tors expect nothing less. & 
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up relief efforts, channelising donations to reach the needy. STATE GOVERN 3: By sending aid, manpower and 
e p resources to assist the developmental work. MUNI IPAL CORPORATIONS: By assisting the BMC in garbage and 
€ 


debris collection and disposal. CORPORA TE: By offering donations and/or services in required areas 


i INDIVIDUALS: Through monetary donations, supplies and medicines to NGOs and relief agencies. ^ 3: By stepping 


e Donate generously to the relief funds or to NGOs. * Offer voluntary services in your neighbourhood Contribute 
medicines, clothes and food to the needy through social organisations. * Donate through your Round Table, Lion's or 
Leo Clubs « Log on to www.karmayog.com to learn about where and how you can help. * Send cheques drawn in favour of 


AID-India at AID India, Mumbai Chapter, c/o Shankar Thiyagarajan, 30 34, Agasti, Bandra Reclamation, Bandra (West) 

€) Mumbai - 400 050. Ph: 9323003401, www.aidindis.org, email: mumbai@aidindia.org Send cheques drawn in favour of 

e p YUVA (Youth for Unity and Voluntary Action), 52/53, Nare Park Municipal School, Opp. Nare Park Ground, Parel 

Mumbai - 400012. Ph: 24143498 / 24155250, www.yuvaindia.org, email: yuvamumbai@yuvaindia,org * Donate to Oxfam 

Trust, B55, First Floor Shivalik, New Delhi - 110017 Telefax: 011 26693763 26691996. www.oxfamint.org.in 
Email: info@oxfamint.org.in. (Please draw cheques in the name of Oxfam a/c no. 9011-0400-0035-316) 





Issued ín public interest by IFSL Limited: IFSL is a pioneering Asian company in the field of renewable energy with headquarters in Mumbai, India 








IFSL focuses on improving quality of life through its environment friendly operations, which include promotion of ec ologically responsible technologies and the 
p sustained production of energy from waste. In India, IFSL proactively partners with governmenta, public and private sector enterprises to concep m 
yá organise and deliver renewable energy projects, including a few pioneering waste to energy projects IFSL powers its Asian presence with strategic exclusive 
Cimiteo teups with leading global companies in the renewable energy sector. IFSL aims to be a significant and integral Asian participant in the creation of a clean 


green, and energy abundant global environment = 
e-mail: info@ifslindia.com 
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Soaring Sensex: Retail investors can walk the mutual fund route to reap rich returns 


Unearthing Value 


Investing in mutual funds is no easy task. All other factors remaining equal, what 
could tilt the balance in a fund's favour is its NAV. By ALOKESH BHATTAC HARYYA 


ONVENTIONAI THAT 
mutual funds are the perfect vehicles for 
retail investors seeking to invest in the 


WISDOM SUGGESTS 


stock market. As this magazine goes to 

press, the BSE Sensex is trading at over 
7,700, and this looks like a piece of good advice. 
Conventional wisdom also suggests that investors can- 
not go wrong if they pick mutual funds on the basis of 
their past returns, their current portfolios, and the 
credentials of their (fund) managers. This, too, is good 
sound advice, one reason why this magazine features, 
every month, a scoreboard of the best performing 
mutual funds on the basis of absolute and risk-adjusted 
returns. Jigar Shah, Head of Research, K.R. € hoksey 
Shares & Securities, lists load factor (fees charged at the 
time of entry or exit), regularity of dividend declarations 
and effectiveness of risk-management practices as some 
other issues that investors would do well to consider 
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while picking a fund. However, there is a slight para- 
dox in this approach when it comes to dividend 
schemes (it applies to other schemes too but manifests 
itself far more strongly in these), and if investors are, 
one, aware of this, and two, willing to take on a little 
risk, they could well find themselves better off. This is 
the NAV paradox. 


The NAV Factor 


l'he NAV (net asset value) of a scheme denotes the 
market value per unit issued by the scheme. Mrs invest 
money entrusted to them by investors in various secu- 
rities. The NAV is arrived at by dividing the total market 
value of all the securities that a scheme holds by the 
number of units issued. For instance, if the total mar- 
ket value of securities held by a scheme is Rs 100 
crore, and the scheme has issued five crore units (of 
Rs 10 face value each), the NAV of the scheme would 


HOW NAV HELPS 


A lower NAV may help you get a better return for the money 
you put in, even if a fund with higher NAV gives higher 





be Rs 20. Since the value of underlying securities 
changes on a daily basis, the NAvs of MF schemes 
also change every day. 

Here's the paradox: by picking funds purely on 
the basis of NAV, investors may actually be getting a raw 
deal. Here’s how (see How Nav Helps): an investor who 
puts in Rs 1,00,000 into a scheme with an NAV of Rs 10 
will earn more than an investor who puts in the same 
amount in a scheme with an NAV of Rs 20, even if the 


Unearthing Value 

A Month To Cherish 
Striking Gold 

Not For Real Yet | 





first returns 20 per cent, and the second 30 per cent 
every six months for the rest of his life. 

The caveat: Schemes with higher NAVs would have, 
usually, been around longer and have, thus, survived the 
market’s vagaries longer. That would seem to reflect on 
the quality of fund management, something that 
investors need to look at in ideal circumstances. 

One way out for investors is to look at initial pub- 
lic offerings (IPOs), especially those from asset mana- 
gement companies that have a clutch of high-per- 
forming funds (examples include Franklin Templeton, 
HSBC and HDFC mutual funds). Even at 7,700-levels, 
a fund that starts off with an NAV of Rs 10 can see a 
significant upside if it is managed optimally. Another 
is to look at young fund schemes that have been 
performing reasonably. 

Even from the capital appreciation point of view, it 
makes more financial sense to invest Rs 1,00,000, 
say, in a scheme with an NAV of Rs 15, than in one with 
an NAV of Rs 60. A 10-rupee appreciation in the first, 
will net the investor Rs 66,667. A 20-rupee apprecia- 
tion in the second will net him a mere Rs 33,333. 

Listen to what your investment advisor says (she 
will probably ask you to ignore NAV and look at 
returns and the track record of the fund manager), 
then, go out and make up your own mind. After all, 
it is your money, not hers. 








bt mutual funds 


A Month To Cherish 


The markets sprinted unbelievably in July, but mutual funds finally caught up, 
and even surpassed them. A BT-MUTUALFUNDSINDIA.COM REPORT. 


HAPPY TREND HAS EMERGED OVER THE LAST TWO 

months. The last trading days of June and July 

have seen the benchmark Bst Sensex closing at its 

(then) all-time highs: 7,193.85 in June, and 7,635.42 

in July. But unlike in the last quarter, mutual funds (MFs) 

were not caught napping this time; they finally regis- 
tered returns that beat the markets. 

Equity-diversified schemes registered average returns 

of 9.04 per cent compared to a piffling 2.58 per cent in 

June. Compared to this, the broad-based Nifty and 


Sensex gave 4.12 per cent and 6.13 per cent returns, res- 
pectively. Of the 108 schemes considered, 100 were 
able to beat the Sensex and, amazingly, all the 108 
schemes beat the Nifty. Then, unlike in June, MFs 
were net purchasers in July in both the equity and 
the debt markets. MFs bought a net amount of 
Rs 392.66 crore in the equity market and Rs 3,827.57 
crore in the debt segment. The AUM (assets under 
management) of the industry, which stood at 
Rs 1,65,332.35 crore in June, 2005, went up to 
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Figures are for the month ended July 31, 2005 


Rs 1,76,459.18 crore in July for just 28 mutual funds. 


Category Wise Performance 
Here's how schemes in individual categories per- 
formed. 

In the diversified category, ssi Magnum Sector 
Umbrella (Emerging Business) retained top billing 
once again; its NAV appreciated 14.22 per cent and its 
corpus went up.by Rs 56.85 crore. Its highest exposure 
was in the electrical and electronic equipment sector. 
Sectoral schemes saw a huge improvement in their 
average returns, from 3.54 per cent in June to 7.21 per 
cent in July. The banking sector returned two top- 
pers and was the best performing sector of the month. 
In the balanced category, Kotak Balance came out 
tops, registering 8.76 per cent returns for the month. 
This scheme had 63.7 per cent exposure to equity, and 
its top holding was Bharat Heavy Electricals where it 
had a 3.76 per cent exposure. Kotak Balance's fund size 
increased almost 136 per cent over the month. 

Monthly income plans (MiPs) also saw a huge 
improvement, registering average returns of 20.44 
per cent in July, compared to just 9.58 per cent in the 
previous month. Topper uTI Mis Advantage Fund 
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4 UTI Thematic Banking Sector Fund 18.67 
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registered a high 40.71 per cent simple annualised 
return, which outstripped its 5.9 per cent return in June 
by a large margin. The corpus of the scheme went 
up from Rs 29.55 crore to Rs 30.88 crore, and it had, 
on average, 20 per cent exposure to equity and 75 per 
cent to debt. Bucking the trend was income funds, 
which managed only 5.32 returns in July, compared to 
a better 7.84 per cent in June. Tata Income Plus Fund 
RIP came out on top this time providing its investors' 
with 18.36 per cent simple annualised returns. 
However, the corpus of the scheme came down mar- 
ginally from Rs 6.54 crore to Rs 6.35 crore. 

Liquid schemes were stable as usual, registering 
4.83 per cent returns on average, compared to 4.79 per 
cent in June. The topper here was Reliance Liquidity 
Fund, a new scheme launched in mid-June. It generated 
5.67 per cent simple annualised returns for the month, 
and its corpus jumped from Rs 377.38 crore to 
Rs 826.46 crore. Gilt funds also bucked the trend as 
their average returns fell from 8.11 per cent in June to 
a mere 5.21 per cent in July. Reliance G-sec Fund 
LTP Retail came out on top generating 12.88 per cent 
returns for the month, and its average maturity went up 
from 1.09 years (398 days) to 8.33 years (3,040 days). 
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ID YOU KNOW THAT YOU CAN PLAY A ROLE IN 
determining the price of black pepper and 
also make some money in the process? 
Commodity futures, which were introduced 
in India 18 months ago, have huge potential in an 
agrarian economy like India. Worldwide, the turnover 
in commodity markets generally exceeds that in the 
equity markets by a factor of three. And there's no rea- 
son to believe that India will be an exception to this trend. 
Three are three commodity exchanges in the coun- 
try—National Commodity and Derivatives Exchange 
(NCDX), Multi-Commodity Exchange of India (MCX) and 
the National Multi-Commodity Exchange of India 
(NMCX). All three have electronic trading and settlement 
systems and a national presence. 
There are two ways to trade in commodities. The 


triking Gol 


Volumes in the 18-month-old commodity futures market are 
growing rapidly. It's time you cashed in on this boom. Bv SWATI PRASAD 





first is spot trade, in which you pay cash and carry away 
the goods. The second is futures trade. Here, one can 
buy or sell a commodities future on an exchange based 
on one's perception of where the price will go. Futures 
have an expiry date (of anything from one to six 
months) by when the buyer or the seller either closes (or 
squares off) his account or gives/takes delivery of the 
commodity. It works just like the stock market where 
one can close an open position and book profits or 
losses or take/give delivery of the stocks purchased/sold. 
Volumes in the commodities futures market—at around 
Rs 5,000 crore per day—have already reached about 
half the levels of those at BsE and Nse. “The com- 
modities futures market is expected to grow expo- 
nentially from Rs 1,100 crore in 2005 to Rs 20,000 
crore in 2009," says Sampa Bhasin, Associate Director, 


HOT COMMODITIES 


PRICE MOVEMENT 


COMMODITY — 2004 2005 OUTLOOK 
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Cotton 660 — 63 
(per kg) (Feb 2, 05) (Jun 6) 


Bearish for near term, 
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Copper 123.25 158.25 Bullish for near term, bearish A scare in the market that Buy for near term, sell 
(per kg) Gun 25) Aug 4 for medium term low stocks will push up in mid-term 
prices. But production is expected 
to increase by December. So- 
prices could come down 
Source: Sharekhan.com; figures from MCX; — All prices in Rs n.a. Not applicable, as trading wasn't an option 
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Commodities’ 10 Commandments 


TES E interested in entering the world of com- 
 modity futures’ trading, read this first. 


1. IDENTIFY AN EXCHANGE: There are three 
commodity exchanges, National Commodity and 
Derivative Exchange, Multi-Commodity Exchan 

of India and National Multi-Commodity Exchange. 
of India 


2. IDENTIFY A BROKER: Several brokers like 
Refco Sify Securities, SSKI (Sharekhan), ] 
ICICIcommtrade (ICICIdirect), ISK Comdex (ISJ 
Securities) and Sunidhi Consultancy have sought 
membership at NCDX and MCX. 


_3. WHAT YOU CAN INVEST: Minimum investment 
is Rs 5,000, plus margin money, which could be 
anywhere between 5 per cent and 15 per cent 
‘depending on the commodity. 

4. DELIVERY OR CASH: You have to indicate at 
the time of placing the order whether you want to 
settle the contract in cash, or want delivery of the — 


commodity. However, this option can be changed. till 
the last day of expiry of the contract. For delivery, you - 


need to take the warehouse receipt (which you get on 
your demat account every time you buy a 
commodities future) to the broker, so that you can - 
collect the commodity while settling the deal. 


5. Wh AT YOU NEED TO TRADE: A separate 
$ commodity demat account from National Securities 
ry Ltd., for which you have to provide your 

PAN number, bank account number and proof of 
residence. i 

6. BROKERAGE AND TRANSACTION CHARGES: 
Brokerage is O. 10 to 0.25 per cent of the contract - 

. value (for cash settlement; for delivery, it is 0.25 to 1 

- per cent). Transaction charges are Rs 6 to Rs 10 per 
lakh per contract. 


2 INFORMATION ON COMMODITIES: Financial 
dailies and specialised magazines carry information 
on ‘commodity futures. You can also access informa- 
-tion from the websites of commodity exchanges, and 
research and analysis reports prepared by brokers. 


8. . REGULATOR: Forward Markets Commission 


9. COMMODITIES YOU CAN TRADE IN: Gold, 
silver, oilseeds, spices, steel, cotton, pulses, rice, 
wheat, maize, crude oil, rubber, cashew, sugar, guar 
seeds and gur, among others. 


10. TAXES: ‘Ifyou take physical delivery of the 


commodity, you pay sales taxes. Otherwise, you 
Per short-term capital gains tax. 


wate 





Transaction Advisory Services, Ernst & Young. “The 
main function of commodities futures is price discovery 
and price risk management,” says Jignesh Shah, 
Managing Director, MCX. 

According to Shah, 75 per cent of the investments 
made by retail investors in the Indian commodities 
market is in gold and silver (See Hot Commodities). 
"Crude oil is also becoming popular with retail 
investors," he informs. In February this year, Union 
Minister for Petroleum Mani Shankar Aiyer inaugurated 
futures trading in crude oil. In the six months since, 
crude futures volumes have already touched the 
Rs 1,000-crore-a-day mark. 

Currently, futures trading is permitted in more 
than 110 commodities; these include fibres, spices, 
edible oil and oilseeds, metals, pulses and energy pro- 
ducts. Physical deliveries are affected in barely five per 





cent of commodities futures trades, but as the market 
grows, this is expected to rise. The need of the hour is 
greater numbers of warehouses offering deliveries. The 
existing ones also need to be upgraded and modernised 
and the state warehousing companies privatised. 

The regulator—Forward Markets Commission—has 
formed a committee that is working on the introduction 
of mutual funds in the commodity market. This com- 
mittee also wants to allow foreign institutional investors 
and banks to invest in the commodity markets. Once 
this is allowed, institutional money will flow into the sys- 
tem and volumes in the commodity exchanges will 
increase manifold. 
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Not For Real Yet 


Real estate funds are here, but only for high net worth individuals, institutions and 
corporates. Retail investors are still waiting for a look-in. By AMANPREET SINGH 


later. The Indian real estate 


Real Estate Funds 





[: HAD TO HAPPEN SOONER OR 


sector has been on a roll for 
the past five years. Fuelling this 
boom is a happy combination of 
higher income levels and 
cheaper bank loans. Prices have 
been rocketing upwards, but 
short of buying an apartment 
or a shop—with all the attendant hassles of securing 
bank loans, getting the documentation in order and 
checking out the antecedents of the property con- 
cerned—individuals couldn't really cash in on this 
boom. That has now changed. In April, 2004, stock 
market regulator Securities and Exchange Board of 
India (SEBI) removed the sector from its negative cate- 
gory list for investment by venture funds. Following this, 
several real estate funds have been launched. 


How They Work 


A real estate fund invests money raised from institutions 
and individuals in properties. For example, HDFC 
Property Fund looks at commercial real estate only; ICICI 
India Advantage Fund m invests in commercial and 
residential properties; and Kotak India Real Estate 
Fund targets hospitals, hotels and commercial and 
residential real estate. Returns for investors are in the 


What You Get 


EAL ESTATE FUNDS PROVIDE ANOTHER DIVERSIFIED ASSET CLASS 

for the investor and add different cities to an investor's 
portfolio, which is not always possible while buying property. 
The fact that it is a long-term investment ensures that it rides 
business cycles more easily, making it less volatile. You also 
get a chance to invest in land development. The most 
important factor is that real estate is a tangible asset. This 
ensures that you'll never lose your shirt. 


Name of Fund 


HDFC Property Fund 
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* Including a Rs 250-crore greenshoe option 
All these funds were launched in the last six months and, so, don't yet have a payout record 


Corpus - Tenure Min. Investment Returns*** 7 


Rs 1,000 crore 7years Rs 5 crore 13-15 per cent 


** With two annual extensions *** Expected annual retums 


form of dividends accruing from rents and capital 
gains at the time of sale. 

But wait a minute before reaching for your cheque- 
book: only institutional investors, banks, corporates and 
high net worth individuals can invest in real estate 
funds. The minimum investment: Rs 2.5-5 crore. “Real 
estate funds are not liquid as they are not listed; they are 
meant only for high net worth individuals," says 
Kishore Gotety, Director (Investment), ICICI Venture 
Funds Management Company. 

What could galvanise the market and give retail 
investors a slice of the booming real estate pie is the 
formation of REITs (Real Estate Investment Trusts), 
which, worldwide, are listed entities that take 
exposure to properties for rental income streams. 
Dividend payouts are tax-exempt. If and when 
REITs are allowed in India, the returns would work 
almost like a monthly rental income from a 
10-year lease for small investors, and REIT units 
can be traded like any other instrument. “This will 
give the younger, and less affluent, investors another 
investment avenue,” says S. Sriniwasan, CEO and 
Executive Director, Kotak Realty Fund. 

What will it take for SEBI, the Reserve Bank of 
India and the Finance Ministry to open the doors of real 
estate funds for small investors? Says K.G. Krishna- 
murthy, CEO and Managing Director, HDFC Property 
Fund: “Funds like us have to first prove that we can 
make money for investors.” Watch this space. 


VYHAW NVAIA 


ALCHEMIST 


HR SERVICES SSS 


Alchemist HR Services, an affiliate of ICFAI, offers a wide range of HR solutions to the manufacturing and 
services sectors of Indian industry. A/chemist delivers high quality HR services and solutions, drawing upon 
the knowledge and experience of its professional team of competent practitioners. A/chemist has unique 
strengths in ensuring timely and reliable delivery of HR solutions to the clients, best suited to their specific 
needs. A/chemist currently operates from eight locations in India: Ahmedabad, Bangalore, Chennai, Hyderabad, 
Kolkata, Mumbai, New Delhi and Pune. 


Value-added HR services We welcome 
* Recruitment & Placements all senior, middle level and 
* Training and Development junior level executives 
* Manpower Dutsourcing to visit our website 
e Compensation Surveys www.alchemistindia.org 
* Employee Satisfaction Surveys and register their CVs online. 


Blue-Chip Clients (A partial list) 


e American Power Conversion ¢Apee Jay Surrendra eApollo Tyres Associated Road Carriers eAT&T eB'Braun 
© Bajaj Electricals e BMC Software e Bose Communications «BOC e Cadbury eCadila e Cadsys e Computer Associates 
*Crompton Greaves — eCumminseDupont ElfeEscorts eEveready  eExide eGammon © Goodlass Nerolac 
e Godrej eGujarat Gas *HCL Teche HDFC Standard LifeeHSBC eHPei-flexelon Exchange *Kanbay e Kotak 
*LOrealeLafarge eLandmark eLG eMax New York Life eMphasis ¢ Nicholas Piramal eNIIT eOnward Tech. 
*Orchid Pharma eOtis  ePantaloon Polaris e Raymonds eRobert BoscheSamsonitee Samsung — Sartorius 
eSatyam eSiemens eShoppers StopeSun Pharma eSuzloneSymphony Tech. Tata Steel 
© Tata Infotech e Thermax e ThomasCook © Titan e Virtusa e Vimta Labs @Voltas eWelspun * Wipro Infotech e Zodiac 


For more details, please contact Alchemist Branches at: 


AHMEDABAD: 901, 9th Floor, Sears Tower, Gulbai Tekra, Near Panchavati, Off C. G. Road, Ph: 079 -30919676/77, 
E mail: ahmd@alchemistindia.org; BANGALORE: # 20, Paul's Castle, 3rd Floor, North Wing, Castle Street, Ashok Nagar, Ph: 080-51200- 
886/073, E mail: bglr@alchemistindia.org; CHENNAI: 4E, Eldorado Building, 112, Nungambakkam High Road, 
Ph: 044-55295998, 28312122, E mail: chennai@alchemistindia.org; HYDERABAD: 202, 2nd Floor, Olbee Centre, Rajbhavan Road, 
Somajiguda, Ph: 040-23435365/66, E mail: hyd@alchemistindia.org; KOLKATA: 2nd Floor, Block 204, Vardhan Market, 25 A, 
Camac Street, Ph: 033-2283-5770/5023/6323, E mail: kol@alchemistindia.org; MUMBAI: 1414, 14th Floor, Dalamal Towers, 211, 
Nariman Point, Ph: 022-22021754/58/59, E mail: mumbai@alchemistindia.org; NEW DELHI: 212, 2nd Floor, Ansal Bhavan, 
16, Kasturba Gandhi Marg, Connaught Place, Ph: 011-51519496 / 97, E mail: delhi@alchemistindia.org; PUNE: D-535, 5th Floor, 
Clover Centre, Moledina Road, Camp, Ph: 020-2612-9790 / 3511, 4014209, E mail: pune@alchemistindia.org 


www.alchemistindia.org 
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HIGH END OUTSOURCING JOBS 


I'l’ May be 
Your Call 


India's IT-enabled services industry is moving up the value ladder, 
with jobs aplenty for accountants, engineers, lawyers, business 
analysts and even doctors. BY AMANPREET SINGH 


OVE OVER BUSINESS 

Process Outsourcing 

(BPO) outfits. It’s now 
the turn of Knowledge Process 
Outsourcing (KPO) units to hog 
the recruitment limelight in the 
IT-enabled services sector, what 
with the demand of 50,000 
new people every year for the 
next five years. 

*High value-added research, 
call it KPO or anything else, has a 
huge potential for growth in 
India," says Sunil Mehta, Vice- 
President (Research) at National 
Association of Software and 
Service Companies (NASSCOM). 
Currently at just under $1 bil- 
lion (Rs 4,400 crore), the Indian 
KPO industry is set to grow 12- 
fold to $12 billion (Rs 52,800 
crore) in the next five years, 
according to NASSCOM. 

But what exactly is a KPO? 
Well, it's off-shored backend work 
that can be done relatively cheaply 
in India, much like the work BPOs 
do, but it's higher on the value 
ladder both in terms of employee 
skills and price realisations. 
Currently, there are about 300 
KPOs in India, providing employ- 
ment to close to 60,000 people. 

A KPO essentially handles back- 
end work in areas such as credit 
research, equity research, invest- 
ment research, patent filing, 


intellectual property, asset mana- 
gement, and legal and insurance 
claims processing. And unlike a 
BPO's average English-speaking 
graduates, this work requires spe- 
cialists such as chartered accoun- 
tants (CAS), science graduates and 
post-graduates, MBAs, market 
researchers, engineers, lawyers 
and, in some instances, even doc- 
tors to man the operations. 


Global Exposure, Good Money 
For 29-year-old Mamta Mittal, 
a qualified CA and also an MBA, it 
was the sheer monotony of rese- 
arch work she was doing at 
CrisInfac, a Mumbai-based rating 
agency, that made her turn to 
Evalueserve, a Gurgaon-based 
research services KPO. Now as a 
team leader with Evalueserve, her 
work not only involves standardi- 
sing the financial statements of 
various companies so that they 
adhere to Generally Accepted 
Accounting Principles (GAAP), but 
also handling a team of 40 people, 
all of whom either have a CA quali- 
fication or an MBA under their belt. 
“Here (in Evalueserve), people are 
hungry as well as aggressive, and 
that promotes growth,” says Mittal. 
She is now looking forward to 
becoming a manager and leading a 
team of over 100 people. 

And it isn’t just a good salary, 





upwards of Rs 5 lakh per annum 
even for greenhorns, that makes 
professionals like Mittal opt for 
KPOs. “It is a sunrise industry 
where professionals get to deal 
with decision makers and strate- 
gists worldwide," says Ashish 
Gupta, Country Head and coo, 
Evalueserve. 

He's right. Global exposure 
and the prospect of jumping into 
a growth sector early on is attrac- 
ting professionals across various 
disciplines to KPO jobs. Take the 
case of 24-year-old Susmitha 
Sundarlal, Head (Legal Practice) at 
the Chennai centre of New York- 
based KPO, Office Tiger. After 
graduating in law with a speciali- 
sation in intellectual property, 
Sundarlal worked as a litigation 
lawyer, first with the bar presi- 
dent in Chennai and then with 
the law firm G&W Associates. 

“I moved from the traditional 
law practice to a KPO job because 
legal process outsourcing is an 
expanding area," says Sundarlal, 
who got the exposure to inter- 
act with and also learn the intri- 
cacies of Us laws from Us attorneys 
during her induction trip to New 
York. Today, she makes decisions 
related to real estate leases and 
litigation coding for Us-based 
clients. “There is just a final con- 
sultation with the client, but my 
decisions are usually accepted," 
says Sundarlal. 


Staying In Touch 

For 30-year-old Suresh Kumar, 
who has a masters degree in 
chemistry and an MBA, it was again 
not just the monotony of his job 
as a chemist with Orchid 
Chemicals that made him opt for 
Scope eKnowledge (SEK), a 
Chennai-based KPO into scienti- 
fic, technical and medical services. 
“I wanted to learn new things, 


see history being made instead of 
just studying the past," says 
Kumar. Today as an Assistant 
Manager with sek, Kumar handles 
a team of 45 people working on 
cutting edge research in chemi- 
cal taxonomy. 

*First, there was information 
technology and now there is engi- 
neering technology," explains 
Ketan Bakshi, Founder & MD of 
Neilsoft, a Pune-based engineering 
service KPO. Bakshi sees engineers 
who had left their disciplines to 
join the rr bandwagon coming 
back to their domains for doing 
interesting work through KPOs. 

Thirty-five-year-old Ashish 
Mistry, an instrumentation engi- 
neer who worked with Godrej 
Soaps, Dalal Projects and Mott 
MacDonald before moving to 
Neilsoft, is one such. *The job 
here provides me with global 
exposure," says Mistry. At Neil- 
soft, Mistry's work includes 
designing end-to-end solutions— 
from conceptualising to structural 
analysis to detailed drawings— 
for companies in Europe and the 
Us in industries as varied as steel 
fabrication and construction. 

With KPOs' annual revenue 
per employee ranging from 
$20,000 (Rs 8,80,000) to 
$120,000 (Rs 52,80,000) per 
annum, almost five-times that 
of an average BPO, employers 
have already upped their ante 
on retention and recruitment 
strategies. One example: there 
are no odd hours for KPO emp- 
loyees. Then, there is the 
prospect of learning from the 
best in the field and overseas 
induction trips to boot. "In time, 
more work involving decision- 
making will be outsourced to 
India," says Joseph Siegelman, 
co-CEO of Office Tiger. An 
employees market, did you say? 
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COUNSELLING 


| am a 60-year-old retired IFS (Indian Forest Service) officer 
with more than 30 years work experience. Besides having a 
Master's degree in Agriculture and Forestry, | also have a PhD 
in Forestry from a well-known German university. | am cur- 
rently working for an NGO as a forestry specialist for 
Uttaranchal, but | do not find this job challenging or satisfying 
enough. | am at a stage in my life where | would like to give 
back something to society. What kind of a job would be best- 
suited for someone like me? 

First of all, do you want to do something related to 
forestry only or are you open to exploring other 
avenues too? How about social service? You can either 
work as a volunteer in an old age home or, even better, 
open your very own NGO. With the kind of background 
you have, working for a cooperative is another area 
open to you. Then, there are these foreign organisations 
that undertake various social forestry projects from time 
to time. So, you could also try your luck there. With the 
kind of administrative and organisational skills you 
have or must have acquired over the years, in addition 
to your rather impressive qualifications, it won't be long 
before opportunities come knocking at your door. 


| am 20 years old, and have recently graduated in BSc 
(Maths). | want to get into the information technology (IT) sec- 
tor and, therefore, am planning to complete levels O, A, B and 
C exams of DOEACC. However, my friends say the courses 
offered by institutions like DOEACC or IGNOU do not have any 
market value and are a sheer wastage of both time and 
money. What kind of a course/courses should | undertake in 
terms of having a long-term career in IT? 

At this point, the best thing for you to do would be a 
post graduation in rr. There are various institutions that 
offer an MCA (Masters in Computer Applications). 
You could also try your hands at short-term software 
courses. With a degree in Maths, you could easily 
qualify for most of these programmes. You could also 
go in for an MBA (Masters of Business Administration), 
with a specialisation in tr. But remember that before 
getting yourself enrolled into any institution, do try and 
find out whether it has a placement cell in place and 
what its (placement) record has been till date. 


HELP 
TARUN! 


| am a 26-year-old Group C government employee with 
nearly seven years of work experience. | got this job while | 
was still doing my graduation in Commerce. | have done my 
post-graduation in Economics and now, | want to pursue an 
MBA. But, | have some doubts about the appropriateness of 
my experience—for the first five years, | was in the Railways’ 
ticket checking cadre and thereafter, | was supervising 
revenue collection and passenger amenities. Will my 
experience count during campus recruitment or should | 
switch to the corporate sector right away? 

Your earlier experience may count for nothing when it 
comes to campus placement post MBA. (However, as far 
as your selection for MBA is concerned, it will not do you 
any harm). Remember, any job at the clerical level is not 
given too much credit, even if it is in the corporate 
sector, You are only 26 and, though your earlier 
experience will be discounted, you will still be in good 
shape at campus placement. So, don’t waste any more 
time and just get yourself enrolled for an MBA 
programme at the earliest. Armed with an MBA degree, 
getting into the corporate sector would be quite easy. 


| am an insurance advisor with a leading private insurance 
company. | have a (three-year) diploma from the Central 
Institute of Plastic Engineering and Technology and am 
currently pursuing a PG diploma in Business Management. 
Simultaneously, | am also pursuing an engineering degree 
from AIME. | recently passed my Insurance Regulatory 
Development Authority test. My ultimate goal is to set up my 
own business. Please advise on whether | should do my 
specialisation in HR or marketing? 

You seem to be the jack of all trades—insurance, 
plastics, engineering, management—that is quite a 
combination! But then, if you can make the most of it 
all, nothing like it. But since your ultimate goal is to start 
your own business, I suggest you go in for a double spe- 
cialisation (if possible) in HR as well as marketing. 
What’s more, even if you are forced to shelve your busi- 
ness plans due to some reason or the other at some 
point of time in the future, you could very well find 
yourself at a senior-level position, thanks to your 
rather impressive qualifications. 


Answers to your career concerns are contributed by Tarun Sheth (Senior Consultant) and Shilpa Sheth (Managing Partner, US practice) of HR firm, 
Shilputsi Consultants. Write to Help, Tarun! c/o Business Today, Videocon Tower, Fifth Floor, E-1, Jnandewalan Extn., New Delhi—1 10055. 
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PINAKI PAUL 


Job-hunter 


Go South 


South and services sector dominate new hirings. 


WHO'S HIRING... 


IT 


ITES 


. Tele- 
Communications 


Pann a 2.19 
Pram 2.17 
bape ns AEE 1.93 
Healthcare | t 1.49 
amens NN 1.43 
Hospitality [ERES 1.32 
Chemicals SEEN: 1.21 


...AND WHERE 


Bangalore LAS AT IE 
Chennai SEAMEN LE, 2.08 

Deli (NCR) ETT 1.49 

Hyderabad [SECUS 1.20 


Pune 1.06 
Mumbai 0.89 
Kolkata 




















0.40 


Figures are Ma Foi Employment Index (MEI) for July-September 2005 in per cent 
MEI: Prospective net percentage growth in employment over the present level 
Source: Ma Foi Employment Survey 


HERE ARE HARDLY ANY SURPRISES IN THE MA FOI 

Employment Survey for July-September 2005. With 
IT and ITES sectors most bullish on recruitment, it shouldn't 
surprise anyone that the South dominates the hiring 
binge, with three cities—Bangalore, Chennai and 
Hyderabad—featuring in the top five. There is hiring 
buoyancy in service companies, and even old economy sec- 
tors such as textiles and chemicals are creating new jobs. 


SHAILESH DOBHAL 


enjoy 65% more power added to your search. 


Jobs For Supply 
Side People 











Yes, it's true and even more emphatic than ever before! 


According to the latest report by comScore 
Media Metrix, Monster India gets 65% more* 
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a focused search, Monster is where all theaction'sat!Hire - 
the best professionals 24X7, 365 days a year and always 


Surging sales spell jobs down the supply chain. 


HERE IS AN UNLIKELY JOB PROFILE THAT IS BECOMING 
hot in the current sales boom being witnessed 
across the consumer goods industry. Whilst marketing 
and sales pros keep the consumer and trade hooked 
on to the brand, it is the unglamorous, back-room 
supply-chain professionals towards whom corpo- 
rate India is turning to ensure uninterrupted flow of 
merchandise, as well as to keep costs in tight check. 
So much so that companies such as Hindustan 
Lever, Philips India, Gillette India, Tata Motors and 
LG Electronics have completely separated their 
supply chain functions, hitherto clubbed with 
marketing, sales or finance. “It is necessary for 
us to focus on the supply chain, and so the empow- 
erment of this as a separate division was impor- 
tant", says S.N. Rai, Head (Supply Chain & 
Logistics), LG Electronics. Companies are aggres- 
sively recruiting MBAs, engineers, even chartered 
accountants (CAs) for managing their supply chains. 
And with a starting salary of Rs 5 lakh per annum 
for a supply chain executive, it’s a pretty good 
option for anyone starting out. 
SUPRIYA SHRINATE 


e 63.8% of visitors to Monster do not visit its nearest competition's site* 
. 67T% of users from competition also visit Monster* 












unique visitors than its nearest competition. 

Putting it simply, Monster 165 unique visitors for . 72.9% of job seekers are reached by Monster, as against 41.2% reached p 
every 100 that our competition gets. by our nearest competition* 

With an access to thousands of resumes and 
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Senior Management Jobs 


MANAGER - QUALITY AND SPL PROJECTS 
Alt-eservices Pyt. Ltd. 

The incumbent will be responsible for call monitoring exercise 
in call center and QRC. Establish gaps in quality performance 
and address the same with training and mentoring, 
Experience: 5 - 6 years 

Job Code: 32436502 


MANAGER - FINANCE 

Crompton Greaves Limited 

Job involves carrying products costing of all the products, 
carrying costing details of processors, etc. The applicant 


should have costing experience in medium to large Engineering 


Company with exposure to SAP/ERP for F-1 /MM/PP. 
Experience: 3-5 years 
Job Code: 32436565 


DIRECTOR- SERVICES 

Dignity Lifestyle Trust 

You will be completely incharge of 25 acre Township for 600 
senior citizens; direct responsibility for care of senior citizens, 


their well-being, fulfillment & satisfaction; develop and manage 
several activities for residents; motivation of senior citizens etc. 


Experience: 10 - 15 years 
Job Code: 31790901 


AVP- HR 

Fortuna 

The selected candidate will handle one of the mission critical 
areas of HR function to begin with and expected to take total 
responsibility for the HR function progressively. 
Experience: 10 - 15 years 

Job Code: 32150825 


CHIEF EXECUTIVE OFFICER 
Ionbond Coatings Pvt. Ltd. 


CEO will manage all aspects of Indian operations including sales & 
marketing, operations management, process engineering, 


accounting, administration and human resources. 
Experience: 15 - 20 years 
Job Code: 31940622 


ASSISTANT VICE PRESIDENT - SAP 
TechPoint Solutions, Inc. 
As an Assistant Vice President — SAP, you will be leading large 


scale, multi country implementation, work in a matrix structure 


with the Service Delivery teams on meeting customer 
expectations & ensuring compliance, conceptualize, etc. 
Experience: 7 - 10 years 

Job Code: 32143076 


HOW TO APPLY FOR THESE JOBS: 

I. Logon to www.monsterindia.com 

2. Click on "Search Jobs" link 

3. Typethe job ID number in the "Keyword Search" field 
4. Click the "Search Jobs" button 





HR MANAGER 

Citixsys Technologies 

HR Manager will be responsible for all HR functions in 
company like manpower planning, compensation & ber 
management, training & development, performa 
management, retention, motivation programs, etc. 
Experience: 6 - 8 years 

Job Code: 32394027 


HEAD - PROJECTS 

Diebold Systems Pvt. Ltd. 

Job involves driving the project team to ensure conformanc 
predetermined schedule, revenue projections & milestones : 
the various projects across the country. Monitor the progres 
of the team members to ensure project delivery. 
Experience: 10 - 14 years 

Job Code: 32351912 


INSURANCE / RISK MANAGER 

Exceed Technologies Pvt. Ltd. 

The Insurance/Risk Manager will be responsible for 
administration and supervision of the life and non-life risks 
coverage. Identify the risk prone areas of business that can t 
covered and work for coverage of the same. 

Experience: 5 - 7 years 

Job Code: 32470631 


CEO - CONSUMER PRODUCTS 

India Shines, Inc. 

Job involves overall profit and loss responsibility, organizing | 
business by developing key employees; assigni 
accountabilities, setting objectives and establishing prioriti 
monitoring and evaluating results, 

Experience: 10 - 15 years 

Job Code: 31941730 


DIRECTOR - QA 

Symphony Services 

Director QA should be proactive in getting things done; meeti 
quality goals, schedules, and people management. Has a stro 
bias for action. Understands the concepts of action pla: 
recovery plans, removing obstacles preventing progress. $ 
Experience: 10 - 15 years 

Job Code: 31984446 


TECHNICALMANAGER - PRE- SALES 

Tejas Networks India Ltd. 

Job involves supporting Regional Sales Team in the account: 
they are working on, making technical presentations to vario 
customers and partners, working with customers for coming 
out with RFPs which are with Tejas Specs, etc. 

Experience: 8 - 10 years 

Job Code: 31247015 


© monster.com 
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iPPLICATION ENGINEER 

«trenta (India) Pvt. Ltd. 

‘he incumbent should have application engineering experience 
1 System /Embedded /Real-time space. Knowledge and 
nderstanding of embedded application development and 
nvironments is preferred. 

ixperience:4 -7 years 

ob Code: 31887743 


TELECOM TESTING ENGINEERS 

"lextronics Software Systems 

the incumbent should have 4+ years of software development 
r test experience with in-depth knowledge of SS7 (MTP2, 
ATP3, ISUP, SCCP, BICC) and GSM standards (BSSAP, MAP, 
"CAP, CAMEL etc). Knowledge of UNIX OS is a must. 
ixperience: 4 - 7 years 

ob Code: 32235965 


'ERIFICATION ENGINEER 

nfineon Technologies India Pvt. Ltd. 

3b involves performing functional verification of complex 
oC designs using e-Specman, Modelsim/NCsim, developing 
erification environment with generators, checkers, analysis of 
jstem performance/throughput, etc. 

ixperience: 5 - 7 years 

ob Code: 31613360 


{OFTWARE ENGINEER - IMS 

nfosys Technologies Ltd. 

is an Engineer, you must have experience in the application 
perations support. You will be responsible for release 
1anagement, deployment & code migration and will assist in 
erforming root cause analysis, etc. 

ixperience: 1-3 years 

ob Code: 32279387 


TAFF CONSULTANT 

racle India Pvt. Ltd. 

hould play the role of a functional consultant in both offshore 
nd onsite projects. Should handle requirement analysis and 
giting for interfaces, conversions and customizations. Should 
arry out requirement analysis for implementation projects, etc. 
ixperience: 2 - 4 years 

ob Code: 31523479 


'ROJECT MANAGERS 

AP India Pvt. Ltd. 

‘he incumbent should have managed at least one full life cycle 
‘RP implementation project. Experience using SAP's 
nplementation methodologies such as ASAP, Solution 
fanager preferred. 

ixperience: 8 - 12 years 

9b Code: 31153861 

t 

10W TO APPLY FOR THESE JOBS: 

.Logon to www.monsterindia.com 

. Click on "Search Jobs" link 


. Typethe job ID number in the "Keyword Search" field 
. Click the "Search Jobs" button 


PROJECT LEAD 

Cybage Software Pvt. Ltd. 

We are currently looking for Project Lead with good 
programming experience in C++, MFC & VC++. The 
applicant should have working experience in UI development 
& Game development. 

Experience: 5 - 7 years 

Job Code: 32206285 


ATG DYNAMO PROFESSIONALS 

Indus Solutions India Pvt. Ltd. 

He /She should have minimum 3 yrs experience in Java. Should 
have an expertise in JavaScript, HTML, JHTML, XML and 
relational databases. He/She should have been involved in the 
development of B2B and B2C systems. 

Experience:3 -6 years 

Job Code: 31441030 


SOFTWARE ENGINEERS 

Infosun Technologies Pvt. Ltd. 

The applicant should have knowledge in Oracle Backend — 
SP,PL / SQL, Triggers, Run (Stray) Oracle front End : 
D2K,Dev 6i,10g,Forms, and Reports. Experience in Java, DW 
preferred. 

Experience: 3 - 5 years 

Job Code: 32386584 


PROJECT PLANNING ENGINEER 

L&T Ltd. 

Candidate should have experience in project management, 
including project scheduling and monitoring of projects using 
software like Primavera. Experience in a 3-D environment like 
PDS, PDMS will be an advantage. 

Experience: 3 - 20 years 

Job Code: 31982825 


ORACLE 10G DEVELOPERS 

Patni Computer Systems Ltd. 

The incumbent should possess strong knowledge of relational 
database concepts, SQL and PL/SQL coding, Programming 
experience in these areas is preferred. Must have knowledge of 
data warehouse tools like Oracle 10g Application Server. 
Experience: 4 - 7 years 

Job Code: 31973482 


SOFTWARE ENGINEER - FINANCIALSERVICES 
SCT Software Solutions India Pvt. Ltd. 

Job involves developing technical specifications based on 
requirements identified by Product Management, functional design 
and development of applications factoring in scalability, performance 
and integration issues, while ensuring high usability, etc. 
Experience: 2 - 5 years 

Job Code: 30954528 


Q monster.com 





F OUSIESS) 


— DEEL UzA Monster.com 


ACCOUNTANT 

Cherry Hill Interiors Pvt. Ltd. 

Candidate should be B.Com / M.Com having minimum of 2 
years experience in the field of Accounts. The candidate should 
have hands of experience in supervision / writing of book of 
accounts, final accounts, income tax and sales tax. 
Experience: 2-5 years 

Job Code: 32242943 


DEPUTY MANAGER - ACCOUNTS 

Enercon (India) Limited 

The individual should have experience in core accounts in a 
large sized manufacturing / engineering multi locational 
industry of turnover more than 300 crores, must be capable of 
independently finalizing balance sheet. 

Experience: 10-15 years 

Job Code: 32431341 


COMPANY SECRETARY 

Frost & Sullivan India Pvt. Ltd. 

Work in the capacity of Company Secretary and handling the 
secretarial work for the company including drafting of the 
minutes for board meetings, maintenance of register u/s 301 of 
Companies Act. 

Experience: 1 - 2 years 

Job Code: 32235982 


GENERAL MANAGER - FINANCE 

ICS Infrastructure Pvt. Ltd. 

You will be responsible for overall accounts and finance 
functions, direct and indirect tax structuring, monitoring and 
compliances, internal control planning and implementation and 
quality MIS reporting, treasury management, etc. 

Experience: 7 - 8 years 

Job Code: 30002858 


ACCOUNTS MANAGER 

Pegasus International 

CA with five to six years experience out of which at lease three to 
four years should be at plant level, The strength areas should be 
plant accounting and costing. He/she need to have worked in 
ERP environment preferably SAP. 

Experience: 5 - 7 years 

Job Code: 32384021 


SENIOR EXECUTIVE - REVENUE ACCOUNTING 
Tata Teleservices Limited 

As Senior Executive- Revenue Accounting your responsibility will 
include dealer commission processing for post paid and pre paid, 
scheme monitoring, uploading daily payment into the billing 
system, preparation of customer accounting and reconciliation, etc. 
Expetience: 2 - 5 years 

Job Code: 32341001 


HOW TO APPLY FOR THESE JOBS: 
Il. Logon to www.monsterindia.com 
2. Click on "Search Jobs" link 


3. Typethe job ID number in the "Keyword Search" field 
4. Click the "Search Jobs" button 


DELIVERY MANAGERS - FINANCE 
Datamatics Technologies Ltd. 

Key responsibilities include quarterly and monthly product 
planning — internal and external resources, infrastructure 
equipment; weekly project reviews for timely detection of iss 
/ risks that may hamper projects, inter-group coordination, 
Experience: 5 - 7 years 

Job Code: 32192955 


BUSINESS CONSULTANT - BANKING 

Fractal Analytics Limited 

Structure business problems and design solutions in the are; 
of CRM, Marketing and Risk.Management for retail banks. 

Design decision strategies around analytics based solutions. 
Experience: 3 - 5 years 

Job Code: 31988669 


ACCOUNTS EXECUTIVE 

GISIL India 

Job involves monthly accounting including preparation & « 
entry of vouchers, supervision, control / maintenance of da 
day accounts including ledger scrutiny, reconciliations of b 
accounts, reimbursement of vouchers & cash handling, etc. 
Experience: 2-3 years 

Job Code: 32199760 


FINANCE MANAGER 

Interface Cybertech Pvt. Ltd. 

You will be responsible for general ledger and lead closing on Inc 
GAAP & US GAAP. Lead the payables, fixed assets & accor 
receivable processes and ensure sub-ledgers are closed periodical 
Experience: 5 - 10 years 

Job Code: 32435629 


ACCOUNTS MANAGER 

Scan Infotech Pvt. Ltd. 

Ensure that proper book keep / recording keeping is done. As: 
daily work to the assistants. Manage all appeal works, submissi 
with their due dates, coordinate with the company's audito 
company secretary to ensure all the requirements are complied.. 
Experience:2-5 years 

Job Code: 32329248 


INTERNAL AUDIT ASSISTANT 

Trimex Industries Ltd. 

The candidate should have clear knowledge about accountir 
procedure, system audit and internal control having experie: 
over 3 yrs. Should be minimum CA, ICWA (Inter). 
Experience:2-5 years 

Job Code: 32191441 
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THE 
SECRET OF 
GETTING A 


GREAT JOB 
IN 15 DAYS: 


Sitting Tight. 
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Monster.com presents the first ever online job fair. It's your chance to interact with India's top employers without >~ Career Connei 


the usual rush and madness you'll find at any other job fair. Don't miss it for anything. Log on to monster.com, Virtual fair, Real jobs 
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MICA was founded in 1991, 


To lead the next phase with a vision of becoming an 
H Institute of International repute 
of lis growth and and an objective of developing 
innovative communication 

development professionals, who would serve the 



















industry and society through education, 
research, training and advocacy. 







In 15 years of its functioning, MICA not only 
has realized its objectives but has also promoted 
high standards of communication education 
through its 2 year Post Graduate Programme in 
Communications Management, 1 year Career 

Development Programmes and short term Professional 
Development Programmes besides publishing and 
research. MICA now seeks to blaze new trails in the field 
of Communication through qualitatively superior acquisition, 
creation and dissemination of relevant knowledge 






















This search is for a successor to the current Director who 
has held the position since March 2001. 


The Role of the Director: 


* The principal Academic and Executive Officer responsible to the 
MICA Governing Council and Management Committee for academic 
activities, finances and the standing and reputation of the institution. | 


* A leader with strategic vision, innovative and creative, and able to 
command the respect of the academic world as well as the 
communication industry. 


* He/She should be willing to teach one or more institute courses, 
expand the institute's external funding, promote the institute through 
media, professional seminars and other public fora and network with 
similar institutions worldwide. 


The Candidate: 


A person with a notable academic record, preferably a rich and varied 
experience in marketing, marketing communication or research in 
communication/marketing related areas. 


The candidate should be a leader with qualities like pragmatic decision making, 
excellent communication skills, experience in administration and comfortable 
working with students, colleagues, practicing professionals and business people. 


The preferred age profile of the candidate is 45-55 years. 

The job offers an excellent package and several opportunities of growth, 
development and blazing new trails. The term of a Director is normally five years. 
Thereafter he/she may continue as a faculty member. 


Nominations/applications, giving full career and current assignment details, 


including suggested/expected financial compensation, may be confidentially sent 
by August 20, 2005 to: 


Mr. N Vittal, 

Chairman Search Committee, 

C/o Mudra Foundation for Communications Research and Education, 
Mudra Towers, Shanti Sadan Society, Ellisbridge, Ahmedabad 380006 
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She's the one: Even in the case of products that women don't consume, they are often the key decision-makers 
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The Peters Principle 


Pocket-sized advice from the rock star of management, a tome on the 
inevitability of offshoring, and popular lessons in business innovation. 


OM PETERS ISN'T 

so much a mana- 

gement thinker as 

an evangelist. He 

wants to convert 
people. Convert to his ver- 
sion of management, which is 
largely Me Inc. So, what does 
the former McKinsey con- 
sultant, who shot to fame in 
the early 80s with his In Search of Excellence, have to 
offer in this collection of four coat pocket-sized 
Essentials? If you’ve read some of his previous books 
like The Circle of Innovation, or Re-Imagine!, you 
don’t need to bother with this quartet, because it is an 
adaptation of the latter book, which, in turn, was an 
extension of the former. 

But if you haven’t dug into Peters in any significant 
way, this combo pack is highly recommended. It has 
everything that Peters the management writer has 
come to be associated with: exclamation marks, 





TOM PETERS ESSENTIALS Dorling Kindersley, PP: 160, PRICE: Rs 307 


colourful and innovative page 
design (a thing he took to 
after he shifted from Knopf 
to the current publisher), and 
an almost-garrulous and ram- 
bling style of writing. Each 
of the four booklets has a 


ys 


specific theme: Design (pro- 
duct and service), leadership, 
talent, and trends (essentially 
about women as the prime consumers). In the intro- 
duction, Peters explains what prompted him to come 
out with this abridged set. It was, in effect, a bid to help 
the reader reinvent herself in an age when outsourcing 
and New Economy’s relentless march threatened to 
make her skills obsolete. “Summer 2005. I publish a 
series of four quick and to-the-point books... the 
Essentials. As in: Here are the essential things you 
must know... as you strive to act... in this unstable, 
up-tempo, outsourcing-addled, out-of-this-world age”. 

It’s difficult, if not impossible, to take up all the 
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four booklets in this short space, so let's look at what 
Peters has to say about leadership and women as con- 
sumers. First, leadership. If people tell you, Peters 
says, that the job of a leader is to transform, they are 
wrong. The leader's job is to “construct a context in 
which... Voyages of Mutual Discovery... can take 
place". Continuing with the same rant, he tells you 
49 other things that leaders are supposed or not sup- 
posed to be. Another gem: Leaders are rarely the best 
performers. More: Leaders hang out with freaks. 
Good stuff, but not great. 

Of the four, the booklet that marketers may want 
to pay the most heed to is the one on trends, co-autho- 
red with Martha Barletta, an expert on marketing to 
women and President/CEO of The TrendSight Group. 
Barletta's basic argument: Men and women are dif- 
ferent; not better or worse, but just different. So the 
thing for the marketer to do would be to launch 
products and services designed especially for women, 
right? Wrong, says Barletta. “Don’t do it. Don't paint 
the brand pink," is her advice. *For one thing," she 
explains, “women don't usually want different features 
from those that men want. For another thing, women 
will run away from a ‘women’s brand’ just as fast as 
men.” The reason, she points out, is that women 
look upon women’s products as just a dumbed-down, 
but more expensive, version. *That's condescending. 
It's alienating," she writes. 

No doubt, there are occasions when Peters goes 
overboard, but mostly he does a great job of goading 
you, the reader, into action. It's almost as if he's taunt- 
ing you; change or roll over and play dead, he seems to 
be telling you. If you've been looking for a personal, 
portable guru, this pocket-sized Peters may just be it. 

R. SRIDHARAN 





ISTORY WILL REMEMBER THE 

Offshore Nation (The Rise 
of Services Globalization reads 
the sub-title) as the first authori- 
tative book (there have been 
others, but the less said about 
them, the better) targeted at 
companies seeking to offshore 
all or some of their processes in 


THE OFFSHORE NATION an effort to cut costs, improve 
By Atul Vashistha and quality and productivity, increase 
Musis efficiencies, or achieve a combi- 
PP. 296 nation of these objectives. From 
PRICE: Rs 750 a purely marketing point of view, 


this book has a ready market. 
Offshoring is no longer the preserve of Fortune 100, 
even Fortune 500 corporations; it has emerged one 
of the things even mid-sized companies need to do to 
survive and thrive in the hyper-competitive 2000s. 
Atul and Avinash Vashista have the credentials to 
author a tome such as this; the second is the founder 
of neolT, a consulting firm that sees itself as an 
offshore (rather offshoring) advisory; the first is its CEO. 
And rather than simply being a collation of case 
studies of companies that have successfully offshored 
work, The Offshore Nation serves as a how-to book 
of sorts, listing out, in great detail, the various 
processes a company would do well to go through 
before and as it offshores work. In the process, the 
writing sometimes lapses into dense and academic 
stuff of the kind that would fit better into a reference 
manual. Then, offshoring is serious business and 
this is a reference manual. 





BUSINESS INNOVATION: 
LESSONS FROM GREAT 
COMPANIES 

By A.V. Vedpuriswar 
Vision Books 

PP. 488 

PRICE: Rs 595 


WS MAKES GREAT COMPANIES TICK? THE ANSWER, IF ONE WERE TO ANALYSE, WOULD PROBABLY BE THAT THERE 
is one thing that they do better than their competitors: they innovate. That's not just in terms of new 
products, but processes and entire business models. Toyota Motor employed lean manufacturing to astounding 
effect; Dell used direct selling and build-to-order techniques to stay #1 and, more importantly, profitable 
in a notoriously low-margin business; and Herb Kelleher's low-cost Southwest Airlines adopted a model 
so radically different that no other airline in the US has been able to replicate it successfully. 

In Business Innovation, Vedpuriswar, Dean at the ICFAI Knowledge Centre in Hyderabad, makes a case 
for "business model innovaton", as against incremental innovations in processes or products. Most of what 
the author writes can be easily found in the text books that a typical MBA course prescribes, and five of 
the six case studies that he offers towards the end of the book are also well known. The only one that hasn't 
been studied in any depth, and interesting for that reason, is HDFC. Did you know, for instance, that HDFC 
has a "no-star" policy that creates a workplace of equals, or that it has a “no-firing” policy except 
where fraud or deception is involved? 

The author, given the constraints of producing such a book from India, rehashes a whole lot of 
publicly available information, but then India Inc. would do well to listen to his key message, which 
is to focus on business model innovation. Because that's how "a company changes the rules of the 
game and begins to control the key levers of business". 
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Deeper analysis = Higher gains 


Now with more pages, new design and greater variety. But with the 
same commitment to accuracy, fairness and intelligent commentary 
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„and moneyed. E. Kumar Sharma trawls 
through TiE-ISB Connect 2005, a meeting ground for 

. venture capitalists and entrepreneurs, and comes back 
with a startling discovery. Start-ups are back in fashion. 


NE DAY IN JULY, TWO DAYS 
after Mumbai wakes up 
to the heaviest rainfall it 
has seen in over a cen- 
tury, 42-year-old Satya 
Sekhar Surabhi meets his 

first venture capitalist (VC). Actually, he 
meets four of the breed, in one shot, and 
the number would have been higher but for 
the rains in Mumbai, some 800 km from 
the scene of the meeting, in Hyderabad's 
Gachibowli. The borough is the famous 
location of the Indian School of Business 
(ISB), a business school promoted by con- 
sulting firm McKinsey, a clutch of bluer- 
than-blue-chip Indian corporates, and three 
global B-schools of repute. The vcs are 
here to participate in an event organised by 
the school and The Indus Entrepreneurs 
(TiE), an organisation of mentoring-minded 
Indian entrepreneurs (it was founded in 
Silicon Valley) that is sort of like a support 
ý Caliber Tech's S.S. Surabhi group on steroids. The event itself is called Connect 2005, to signify, as the 
with wife and Financial school’s Deputy Dean Ajit Rangnekar helpfully points out to this writer, the com- 
Advisor Aparna: We don't ing together of VCs, academics and entrepreneurs. And if BT is interested 

need much; just a million . ' : mU An 
dalles Adi! do enough in all this to have me spend an entire day here, ascribe it to the fact that 
events such as this, at this scale, do not happen very often in India, at least, not 
since the dotcom boom (and bust) when vc fairs were as common as finding the 
term P2P (path to profitability, and I expand it so as to prevent anyone from 
expanding it as Page 2 people) in mainstream newspapers (pretty common, then). 
The dozen-odd vcs I press flesh with have, together, invested over $454.5 mil- 
lion (Rs 2,000 crore) in 200 companies globally (including close to Rs 800 crore 
in around 80 companies in India). There's Ranjan Chak from Oak Investment 
Partners, an old Hyderabad hand (he set up Oracle's development and support 
centre in the city) who has emerged as a VC of note even by Valley standards. 
. There’s Sandeep Singhal of WestBridge Partners, a former consultant (he 
worked for the Boston Consulting Group) who has made some of the most 
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something is interesting 


interesting investments the Indian biotech space has 
seen (Strand Genomics is one company in which 
WestBridge has invested). And there's Kumar Shiralagi, 
who leads the corporate venture investment group of 
Intel in South Asia as the Director of Strategic 
Investment, Intel Capital. There are more, such as 
Srini Raju, the former coo of Satyam Computer 
Services who now runs ilabs, an incubator. Some 
vcs—David Keynan, Managing Director of I21 
Ventures from Israel, and Sridhar Mitta, Managing 
Director, CTO and founder of e4e, an incubator (K.B. 
Chandrasekhar of Exodus fame is a co-founder), 
among them—are stranded in Mumbai, but you get the 
picture. If you have a business plan, these guys have the 
money. Since I do not have one (a business plan, that 
is), I am relegated to the sidelines. 

Surabhi doesn’t want much money. He runs Caliber 
Technologies, a company that develops software for 
laboratories run by companies in the pharmaceutical, 
biotech and petrochemical industries (think Laboratory 
Information Management Systems, for instance; LIMS 
has been at work at Dr Reddy’s Laboratories for well 
nigh two years, one of Surabhi’s claims to fame). His 
wife Aparna helps him run the company as Chief 
Financial Advisor and is here to pitch the vcs for less 
than $1 million (Rs 4.4 crore). That’s not much for a 
four-year-old company that ended 2004 with Rs 60 lakh 
in revenues. The Surabhis wouldn’t have heard of 
Connect if not for a mail from a consultant-friend at one 
of the large consulting firms. Go and seek the right vcs, 
said his message. And Surabhi and Aparna are here with 
their 12-minute pitch. 

There are 13 other hopefuls as well—a sampling 
would include eLogictech Solutions’ Rupali Modi, 
MEdRC EduTech’s Neeraj Raj and Ocimum Biosolutions' 
Anu Acharya—who, together, hope to raise Rs 200 
crore from the vcs. ‘How Much Is Your Idea Worth?’ 
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Westbridge Partners’ Sandeep Singhal (second from right): Figuring out if 








eLogictech Solutions’ Rupali 
Waiting for her tryst 


scream posters and banners that dot the iss auditorium. 
‘Rs 50 lakh, Rs 1 crore, or a fortune.’ It seems somehow 
apt that this festival (that is what it is) celebrating the 
value of the intangible (ideas, silly) should be held in a 
B-school. That the Chief Guest who is to set things 
rolling, Andhra Pradesh Chief Minister Y.S. Rajasekhara 
Reddy, does not believe in the value of another intan- 
gible (time) is evident from the fact that he is almost an 
hour late. Still, he comes, and in his speech, promises 
that his government will do everything in its powers to 
help the cause of start-ups. 

Andhra Pradesh's best-known entrepreneur 
B. Ramalinga Raju, Founder and Chairman of Satyam 
Computer Services, is there listening to the Chief 
Minister, and his talk revolves around how he created 
a 23,000-people organisation in less than three decades. 





Satyam's B. Ramalinga Raju: Starting small 





Modi (third from right): 


with the VCs good idea 


*He began with us," gushes C. Balagopal, Deputy 
Manager (Electronics Industry), Andhra Pradesh 
Industrial Development Corporation (APIDC), to this 
writer. It emerges that in 1977, when Balagopal was a 
deputy manager at APIDC, Raju had met him and his col- 
leagues to raise seed capital for what eventually became 
Satyam. One of Balagopal's colleagues, Sarath Naru, 
Managing Director, APIDC Venture Capital Fund, who 
also heads Ventureast Tenet Fund and Biotechnology 
Venture Fund, believes that, raising early-stage funding, 
will become easier. *You will see more of this happen," 
he says, pointing to access to large local markets (as is 
the case with Indian rr and telecommunications com- 
panies), and factor advantages (such as the ability to 
leverage India's bio-diversity for biotech firms) as the 
reasons behind it. 





Delegates at Connect: Here's my idea 


Intel Capital's Kumar Shiralagi (right): Call if you think you have a 


Easier it may become, but the audience at Connect? 
general sessions (where vcs speak about the mechan 

of raising money, entrepreneurs about the challenges of 
starting up, and academics about the theories behind i 
all) isn't leaving anything to chance. The vcs are 


sought after during switchovers and breaks. Everyone 


Igcrivy 


wants to exchange cards. Everyone wants to hand 
over brochures. And everyone wants their e-mai 
addresses. The vcs are only happy to oblige; the next 
big thing, after all, could be just about anything. “It just 
takes a few minutes to figure out if something is int 
resting,” shrugs WestBridge’s Singhal. Shiralagi of 
Intel Capital must agree with this assessment, He is busy 
handing out cards to all callers (there are a few). 

APIDC’s Naru expects to see more of this too—vCs 
walking among the rest of us, looking for companies 
with promise. They tend to operate in cycles, he 
explains, and since they haven't invested in start-ups 
over the past five years, and since the centre of gravity 
of the tech business has moved offshore, they are cet 
tain to look at companies in countries like India now. 
Well, thanks to the last session, the VCs who are at 
Gachibowli have 17 more companies to look at 

This is the Elevator Pitch, named in honour of a pro- 
fusion of apocryphal stories of entrepreneurs who got 
a few minutes of face time with VCs in elevators and 
made the most of it. Three minutes is what the 17 hope 
fuls at Connect get, and they pitch it hard and strong. 
Here is a broadband services firm. There is a manu 
facturer of smart cards. And there is a company that sp 
cialises in risk management solutions for banks. 

It is well past seven when this writer leaves the ISB 
campus; night has descended on Gachibowli, but 
although it will be a while before Surabhi and the 
others who met VCs will know whether their money is 
coming, the darkness is punctuated with smiles. Th 
angels, you see, are back in business. 
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HOW TO BREAK THE WEIGHT-LOSS JINX 


OU'VE BEEN WORKING OUT HARD. A 20-MINUTE CARDIO SESSION 

followed by 30 minutes of resistance training, five times a week. 

And you've been shedding weight and flab. From 95 kg, you're 
down to 85 in three months flat and then... you're stuck. Your target 
weight is 75 but you're getting nowhere close to that. After the first three 
glorious months when you regularly saw the results of your hard work, 
you've hit a dead end. Or so it seems. What do you do? 

Anybody can hit a plateau while on an exercise regime. It's a common 
enough hurdle and Treadmill gets a number of queries from readers who 
want to know how to jump over it. Here are some pointers that could help 
you break the weight-loss jinx. 
Here's the first one. Drink more 
water. Yes, it's as simple as that. Many 
of us don't realise that as your body 
breaks down fat, it needs to flush out 
the waste (ditto for transporting 
nutrients to muscles when protein is 
processed by the body). Water also 
helps keep your metabolism rate up 
and helps in cooling the body when 
you exercise intensely. All said, good 
old H50 can be the key booster for 
your weight-loss efforts. 

Thumb-rule: Try to drink at least two litres of water every day. 
Second, eat more. Yes, eat more protein. Unless you eat enough protein 
to maintain or grow lean muscle mass, you won't build enough muscle 
while losing fat. And building muscle helps re-start your weight loss again. 
Thumb-rule: Men need about 150 gm of protein a day, while women 
need 100 gm. 

Third, look for *hidden sugars' in your daily diet and mercilessly cut them 
out. How many cups of sugared coffee or tea do you drink? How 
much of carbohydrates sneaks into your diet? 

Thumb-rule: Look for ketchups, thickened gravies, corn starch, etc. hid- 
den in your daily diet and cut them out. 

Fourth, go unrefined. Refined grains in white-bread, flour biscuits, 
paranthas, processed cookies, cakes and pastries are all loaded with 
carbs and get quickly translated to fat. 

Thumb-rule: Opt for whole-grain breads, whole-grain flour and pastas. 
Fifth, have many small meals instead of two or three big ones. And never 
miss breakfast. 

Thumb-rule: Four or five small meals can keep your metabolism rate up 
as well as stop you from binge-eating, which is often a sequel to 
starving oneself. 

Post-script: Remember, all of the above will help, but only if you also 
stick to your exercise schedule—a combination of cardio-vascular and 
strength training. 
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MUSCLES MANI 





write to musclesmani@intoday.com 


Caveat: The physical exercises described in Treadmill are not recommendations. Readers 
should exercise caution and consult a physician before attempting to follow any of these. 
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ALL ABOUT 
REFRACTIVE SURGERY 


HERE ARE SOME PEOPLE WHO CONSIDER 

glasses a fashion accesssory. 
Then, there are others who belong to 
the Anita Loos school of thought (the 
lady famously said “Men don't make 
passes at women who wear glasses”). 
Refractive surgery may be just what 
the doctor ordered for the latter. A 
quick primer: 
What it is: Refractive surgery refers to 
surgical procedures that help treat 
conditions such as nearsightedness 
Nun dark pied ic 


by altering the shape 
of the comea. In India, LASIK (Laser- 
Assisted In-Situ Keratomileusis), PRK 
(Photo Refractive Keratotomy) and 
LASEK (Laser Epithelial Keratomileu- 
sis) are popular. 
LASIK: According to Dr Arun Sethi, 
in-charge of refractive procedures at 
Indraprastha Apollo Hospital, Delhi, 
LASIK accounts for nearly 75 per 
cent of all refractive surgeries in India, 
A flap is cut in the cornea, which is 
then folded back revealing the stroma, 
the middle section of the cornea. 
Pulses from a computer-controlled 
laser vaporise a portion of the stroma 
and the flap is put back. Cost: 
Between Rs 16,000 and Rs 30,000. 


PRK: Accounts for 20 per cent of 
refractive procedures. Here, the laser 
is used on the surface of the cornea 
and not underneath it as in LASIK. 
Cost Around Rs 20,000. — 
LASEK: A relatively new procedure, it 
accounts for 5 per cent of refractive sur- 
geries. LASIK surgery requires a certain 
minimum corneal thickness, and 
LASEK is advised if a patient's comeal 
thickness is less than the minimum. 
Cost: Approximately Rs 25,000. 
Risks: Could include infection, pain, 
blurred vision, sensitivity to light (night 
glare), mild redness and swelling. 
Only people above 20 years of age can 
undertake refractive surgery. And if 
you're above 50, you should get your 
comeal thickness and retinal condition 
checked to see if it can stand up to the 
rigours of surgery. — — 
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BT PEOPLE 
Taking The Wheel 


l'S BEEN A HEADY FORTNIGHT FOR RAVI KANT. 

On July 29, the then Executive Director (Com- 
mercial Vehicles), Tata Motors, received the cove- 
ted JRD Tata Quality Value Award, a quality per- 
formance award given out to Tata group compa- 
nies, from Ratan Tata. A few hours later, Tata— 
whose VI-TAT Falcon business jet was the second air- 
craft to land after the Mumbai airport reopened that 
day after being shut for two days due to unpre- 
cented rains—anointed Kant, 60, as the com- 
pany’s MD, Tata Motors’ first in 11 years. When 
this writer bumped into Kant at the Delhi launch 
of a new Safari model, Dicor, Kant preferred not to 
talk about either the award or his surprise appoint- 
ment, except to say that he looked forward to the 
job. “The development of the common-rail injec- 
tion engine is a big thing and we have some bigger 
things in the pipeline,” he said. It'll be interesting to 
watch Kant—and his former peer and head of 
passenger car business, V. Sumantran. 





Home-coming, Sort Of 


IGHT YEARS AFTER HE RETURNED FROM THE WTO 
Ec: GATT) Secretariat, Harsh Vardhana Singh, 
Secretary-cum-Principal Advisor, TRAI, is packing his 
bags for another stint, but this time as Wro’s Deputy 
Director General. A Rhodes scholar and a University 
of Oxford-trained economist, Singh is only the third 
Indian to have bagged the post. With a wrO ministe- 
rial conference slated for December this year, Singh will 
be required to hit the ground running. 
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Instructive Joh 


R: LIANCE INDUSTRIES CHAIRMAN MUKESH AMBANI 
seems to be in a mood to learn. A couple of 
months after he brought irr Bombay’s Director Ashok 
Misra to the board, he’s roped in another heavy- 
weight from the world of academia: Dipak Jain, 
Dean of the Kellogg School of Management at 
Northwestern University. Jain and Misra may not 
be able to teach the rit Chairman any new lessons in 
management, but they may find an eager pupil in 


Ambani when it comes to corporate govenance. 





Back To Bharti 


AI MENON’S HONEYMOON WITH THE ANIL DHIRUBHAI 
deban Enterprise's (ADAE) Reliance Infocomm 
lasted all of one month. Poached from Sunil Mittal- 
owned Bharti Tele-Ventures for a fantastic sum 
(rumours put the annual package at upwards of $1 
million or Rs 4.4 crore), Menon was back at Bharti’s 
Delhi headquarters by the end of July. What hap- 
pened? “Anil is a great person. What caused this 
whole change was a family crisis that required me 
and my family to return to Delhi,” says Menon, 41, 
who was group head for technology at ADAE. Back at 
Bharti, Menon will have an expanded focus on 
implementing technology for call centres, content, 
applications and other customer-centric interfaces. 
“I am making a much deeper commitment to India, 
especially Delhi,” says the man, who not long ago 
was a top executive at Bell South in Atlanta. Like 
they say, Mumbai isn’t everybody’s cup of tea. 
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Moving Up 


I MAY TAKE A WHILE YET, BUT CADBURY INDIA'S BHARAT 
Puri is reported to be moving up to a larger role in 
Asia-Pacific, based out of Singapore. Puri, who came to 
the confectionery-maker from Asian Paints in 1998, 
made it to the top job at Cadbury in just four years. Puri 
couldn't be reached for a comment, and a company 
spokesperson declined to speak on the 
report, stating that Cadbury, as a policy, 
did not comment on management 
moves. Unlike other big FMCG com- : 
panies, Cadbury has enjoyed steady 4 7 
growth. The only recent setback Stock Shock 
came in 2003, when worms were 
found in some Cadbury chocolates. NVESTORS WHO GREETED CLOTHIER PROVOGUE'S DEBI 
While initially slow to realise the is the market with a huge premium (44 per cent) 
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Be A Team Leader 


KAMAL MEATTLE, CEO, Paharpur Business Centre 


ANAGERS ARE PEOPLE WHO DO THINGS 
right, while leaders are people who 
do the right thing,” goes a famous 
saying. So, the mantra behind being a good 
leader is—Leaders should not think of them- 
selves as managers or supervisors, but as 
“team leaders”. By understanding the personal 
work preferences and motivations of their 
team, real leaders can earn respect and trust. 
A great leader is one who takes deci- 
sions in consultation with his team, one 
who allows his team to decide how the task 
should be tackled and who should perform 
it. He should look at everything in its totality. 
He should ensure the continual improve- 
ment of his team, responsive to the needs of 
the organisation. Thinking global, adapting 
oneself to the fast changing environment of 
the corporate world and keeping pace with 
the changing technology are also important 
qualities of a successful leader. 
A good leader should not only encourage 
team participation, but also delegate wisely. 


He should never lose sight of the fact that he 
bears the crucial responsibility of leader- 
ship. He must value group discussions and 
inputs from his team. He should motivate his 
team by empowering them to direct themsel- 
ves, and guide them with a loose rein. A 
leader should respect and encourage each 
individual’s ability, creativity, entrepreneur- 
ship, initiative, opportunity, responsibility, 
and also foster continuous self-improvement. 

An organisation can become dynamic 
and grow only through the efforts and 
competencies of its people. A good leader 
should aim at developing a culture that 
fosters new ideas and a spirit of enterprise, 
where everyone takes initiative and calcu- 
lated risks, experiments, innovates and 
makes things happen. 

Power does not make anyone a leader, it 
simply makes them a boss. Leadership makes 
people want to achieve higher goals and 
objectives, while bosses merely tell people to 
accomplish a task or an objective. — El 
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INTRODUCING THE THINKPAD X41 TABLET. Finally, a tablet 
PC worthy of the name ThinkPad. Together, ThinkPad and 
Microsoft bring you the power you expect in a ThinkPad 
with Windows XP, plus the pen and digital ink technology 
that let you write directly on the screen. It's a whole new 
way to use a ThinkPad. 


18% LIGHTER. 6% THINNER. At just over an inch thick, the 
ThinkPad tablet is almost a full pound lighter than the next 
lightest in its class. But it's no lightweight, with features 
like shock absorbers, biometrics, award-winning keyboard 
and Intel® Centrino" Mobile Technology on many models 


1600 425 3333 thinkpad.com/shop/in 
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ME 








by Int et or telephone y charg 
to change without priar natica 


de, intel inside logo, Intel Centrino, Intel Cen e. Celeton 
arks Micros soft Corporation Certain Mi ware 
ES. Pr 





ductis) included with this computer may use technological m 





ny. product and service names may be tradem narks or service marks of other companies and remain the property ot their respective owners. 





BEST OF ALL, IT’S A THINKPAD. 


THE WORLD'S MOST SECURE TABLET PC. Together, the 
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From The Editor 


HE YEAR: CIRCA 1999, THOUGH SLIGHTLY LATE WHEN 

compared to the West, the dotcom craze was full 

on in India. Friends, colleagues and acquaintances 
were turning on and tuning in to it in scores and giving 
me pitiful looks when I asked stupid questions about what 
their business model was and why was it that clicks and 
hits and eye-balls were more important than revenues and 
profits. It was the future of business, they all said, 
sometimes patronisingly, and if you don't get on the 
bus right now, you'll have missed it forever. I missed it. 
And, on hindsight, was spared the after effects of what 
happened after the dotcom bubble burst as suddenly 
and swiftly as it had grown. 

Yet, despite the well-documented rise and crash of 
dotcoms, 10 years after what is considered the beginning 
of the internet’s commercial era, there are ventures 
that were born in the frenzy of the dotcom boom but 
which, unlike hundreds that perished, are not only sur- 
viving but thriving. Our cover package on the Dotcoms 
That Clicked brings you nearly 
two dozen such ventures in India 
that have stood the test of both, 
time and the legions of sceptics 
who forecast doom. The biggest 
successes of the internet era in 
the West are business-to-consumer 
ventures like Amazon, eBay, 
Google and Yahoo!, which have 
changed the way people buy 
things, seek information or com- 
municate with each other, In 
India, however, the successful dotcommers are a mixed 
bag. True, there are a few B2C ventures like matrimony 
sites (BharatMatrimony.com), online stock trading sites 
(Indiabulls.com) and travel sites (IRCTC.co.in) but many 
others are business-to-business outfits that offer firms 
more efficient ways of buying, selling or marketing 
products and services. The cover package examines 
how these ventures made it where others failed. We also 
bring you 10 trends that, spurred by the internet, caught 
on and, alas, five that didn't. Don't miss the columns by 
two celebrated internet gurus—entrepreneur Rajesh 
Jain and venture capitalist Sanjay Anandaram. 

Back on Dalal Street, bullish fervour was reaching new 
heights last fortnight with the Sensex on the verge of 
kissing the magic 8,000 level. Is that, to borrow Alan 
Greenspan's phrase, ‘irrational exuberance’ or is every- 
thing in order in the Indian stock market? We're not 
doomsayers but in Seven Dark Clouds Hanging Over 
the Great Indian Party (Page 100), we bring you a reality 
check on the bull market. The big bulls may disagree with 
me but a little caution never harms, especially in the risky 
alleys in and around D-Street. 
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The Mood Begins To Brighten 

The recent upsurge in D-Street sentiment 
indicates that the worst may be over for the 
Indian pharma industry. 


That BPO Security Thing Again 

There's no let up in foreign media's sting 
operations aimed at Indian BPOs, but they 
are now beginning to look formulaic. 


The Ads Are Back 


It's pouring ads this season. 


Singing The Blues 
The beleaguered music industry seeks new 
ways to survive. 


Dissecting Mumbai’s Movie-goer 
Shringar Cinemas’ survey on the movie- 
going audience in Mumbai throws up six 
different types of the movie buff. 


Real Estate Worry 
The RBI casts a wary eye on the realty boom. 


Building The Chip Ecosystem 
Despite all odds, India appears on its way to 
becoming a semi-conductor hub. 


Pakistan's Vinod Dham 
Atiq Raza was the man behind AMD's K6 
and Athlon chips. 


Brewing A Global Brew 

After Tetley, Tata Tea lines up brand 
acquisitions in the US—perhaps of ready-to- 
drink tea brands. 


BMW In Chennai 

The German carmaker finally decides to 
invest in a facility. 

Cracking The Portability Problem 
Telecoms solution provider Siebel Systems 
says it can be done, but at a cost. 


The BT 50 Index 


BSE Goes Corporate 
The Bombay Stock Exchange is changing 
with the times. 


TCS Goes on a Drug Hunt 
The software company's new project 
involves delivering not codes, but molecules. 


Missing The Woods For The Trees 
The employment guarantee scheme can at 
best be a safety net, not a permanent solution. 
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On The Road With Wolfowitz 

A first-hand report on World Bank 
President Paul Wolfowitz’s first visit to the 
country, and his India agenda. 
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162 The Strategy Elephant 


The world’s best-known management maverick 
takes apart the various strategy ‘schools’, a 
self-confessed Leftist on India’s globalisation 
experience, and inspiring lessons in leadership. 
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After The Flood 

In the wake of the floods that devastated 
Mumbai in the week of July 26, activism 
and affirmative action have made a come- 
back. Will these make India’s commercial 
capital a better city to live and work in? 


Treadmill 


People 

Starring Union Communications 
Minister Dayanidhi Maran, Ravi Ramu 
of MphasiS, Sant Singh Chatwal of 
Hampshire Hotels and Resorts, 
Venkatramani Sumantran of Tata 
Motors, actors Shah Rukh Khan and 
Aamir Khan, and infoUSA’s Vinod Gupta. 
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Changing Equation 

Mid-rung Indian pharmaceutical companies 

such as Lupin, Torrent, Strides Arcolab and 

others are looking at global acquisitions to 
^ bolster their product portfolios and growth 

MEE prospects. Will the strategy pay off? 
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Shanghai Dreams Ebb 

Your cover story Rs 20,000 Crore 
Down The Drain (Br, August 28, 
2005) highlights the sorry state of 
affairs in the financial capital of the 
country. It is a shame 
that a city, which aspires 
to be another Shanghai, 
is ill-equipped to handle 
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a calamity. The government should 
come out with a time-bound plan 
and involve the private sector to 
change the face of our cities. 
Otherwise, Shanghai dreams will 
be washed out. 

JINU MATHEW, through e-mail 


Your cover story Rs 20,000 Crore 
Down The Drain shows how vital it 
is to maintain a balance between 
infrastructure development and ecol- 
ogy. Development should not come 
at the cost of environment. Other- 
wise, we are headed for disaster. 
SUNITA MITTAL, through e-mail 


Apropos your cover story Rs 20,000 
Crore Down The Drain, it will be in- 
teresting to see how the relief money 
is utilised. Given that by-elections to 
the North East Mumbai seat (left va- 
cant by Sunil Dutt) are due, much of 
the money will probably end up as re- 
lief given to the poor. Very little may 
actually flow towards improving the 
infrastructure. Our politicians need to 
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stop appeasing voters, and not let 
money go down the drain. 
G. VEKATARAMAN, through e-mail 


Left Ain't Right! 

Apropos your story Labour Pains 
(Br, August 28, 2005), it seems the 
Left can't think beyond its vote- 
bank. Not content with destroying 
the business culture in West Bengal, 
it now wants to poison the entire 
nation with its ideology. If there is 
any force on earth that can put 
brakes on the Indian growth story, 
it is the Left. So, if the country has 
to move right ahead, the Left has to 


be left behind. 


DURGAPRASAD S., through e-mail 


Property For The Poor 
Apropos your story Property Pashas 
(BT, August 14, 2005), practically 
every city and town worth its name 
is witnessing a property boom. 
However, most of the builders cater 
to the high or middle income 
groups. It's an irony that, while we 
have luxury flats with 500 square 
feet bathrooms, we also have entire 
families living in an area less than 
these bathrooms. 

D.B.N. MURTHY, through e-mail 


Correction 

In Private Equity: Big Money Rolls In 
(BT, August 28, 2005), it was stated 
erroneously that Landmark Holdings 
has invested $500 million (Rs 2,200 
crore) in different real estate projects. 
Landmark Holdings is a 50 per cent 
shareholder in various special purpose 
vehicles (SPVs), comprising 10 projects, 
whose collective post development 
value is in excess of $500 million. 


In It’s Not Cricket (BT, August 28, 
2005), R.C. Venkateish’s designa- 
tion should have read MD, ESPN 
Software India, and not Ten Sports. 
The errors are regretted. 
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Red Signal On 


HE COMMITMENT OF MANMOHAN SINGH’S GOV- 
ernment to reforms is faltering. First, there was 
the great Indian hesitation over the divestment of 
a paltry 10 per cent of the government's 67.72 per cent 
stake in BHEL. Now comes the decision to call off 
proposed strategic sale of equity in 13 profit-making 
public sector undertakings (Psus). In the staring com- 
petition between the Congress and the Communist par- 
ties, the former seems to have blinked first. This, after 
the government's mid-term appraisal (MTA) stressed that 
it would go through with the same. As signals go, 
this cannot be more confusing. Is the government 
committed to reforms and 
to disinvestment? From the 
public statements of Singh 
and Finance Minister P. 
Chidambaram, yes. Is the 
government going to actually 
go ahead with tough refo- 
rms? From its actions, no. 
Need the prime minis- 
ter have blinked? Not re- 
ally. By the look of things, 
the Left parties now have 
even fewer supporters for 
their ideological opposition 
to privatisation than they 
once did. The government 
may have actually won over 
some past opponents to dis- 
investment with its decision 
to create the National 
Investment Fund and chan- 
nel all proceeds of the 
process into it to be used 
towards social expenditure. 
Some of the earlier opposi- 
tion to disinvestment stemmed from the fact that the re- 
ceipts went into government coffers, mainly to re- 
duce budgetary deficit. This magazine, like several 
conservative economists, believes that slashing the 
budgetary deficit is far more important than ploughing 
money into the National Investment Fund. After all, 
this should, eventually, boost growth, and that should 
provide the government with enough resources to 
fund its social budgetary obligations. 
Indeed, the role of psu disinvestment in shrinking 
the fiscal deficit over the past few years cannot be 
ignored. Currently, the budgeted fiscal deficit for 
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Reforms 


2005-06 is to the tune of Rs 1,51,144 crore or 4.3 per 
cent of India’s GDP. Had the government gone ahead 
with PSU disinvestment, its planned stake sales would 
have fetched it Rs 500 crore this fiscal and caused the 
deficit to decline by 20 basis points (0.2. per cent). Based 
on targets spelled out in the Fiscal Responsibility and 
Budget Management Act, the government is commit- 
ted to cut the deficit-to-Gpp ratio by 0.3 percentage 
points each year. Prior to the budget, the market was 
looking at a 2005-06 number of 4.1 per cent. Now, the 
government is likely to miss this. 

Disinvestment is an economic imperative. All that 
is really left to be decided is 
the preferred mode of exit. 
Chidambaram professes that 
he is uncomfortable with 
the strategic sales route. But 
the options that remain are 
neither numerous nor con- 
fidence-inspiring. 

True, PSUs may be allow- 
ed to raise money through 
the iPO route but if this is 
Chidambaram's route of 
choice, he must act quickly. 
Surely, the time to go for 
an IPO is now, when the Sen- 
sex is hitting new highs. 

The disinvestment de- 
bate cannot go on for ever, 
and it cannot go on along 
current lines, where politics 
and ideology are cocking a 
snook at economic wisdom. 
Both Singh and Chidam- 
baram, who know about 
such things, should appoint 
an independent panel of experts to analyse and prove 
once and for all that most psus that are being touted as 
profitable do not compare well with their private sec- 
tor peers in terms of ‘economic’ profit. This would mean 
that the government's capital can fetch better returns 
elsewhere and should be enough to silence the Left. 

The Indian economy cannot afford to bear the 
cost of the government's cold feet for long. For how 
long can the masses be made to wait for basic and 
long overdue infrastructure in the areas of transport, 
power, education, even agriculture? The time to 
act is now. @ 
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Downtime is on the verge of extinction, thanks to HP's latest generation of mission-critical servers 
Based on Intel Itanium 2 Processors - Intel's highest-performing and most reliable serve! 
platform - the HP Integrity NonStop server now has an unprecedented 99.99999% reliability 
In fact, NonStop is the number one server in the world's stock exchange trade processing, ATM transaction 
switching and 911 emergency call handling**. Be afraid, downtime. Be very afraid 
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The Mood Begins 
To Brighten 


Indian pharma has had it rough over the last several quarters. But the recent upsurge 


in D-Street sentiment indicates that the worst may be over. BY E. KUMAR SHARMA 


EING THE CEO OF A LARGE PHARMA COMPANY HAS 

been a rather depressing job for more than a 

year now. As a host of other sectors hitched a 

ride on the Sensex’s spectacular ride from 

5,200 to 7,800 now, the over $6-billion (over Rs 
26,000-crore) pharmaceuticals industry sat by the 
sidelines, bogged down by a remarkable number of neg- 
ative factors. The change in patent regime, introduc- 
tion of VAT, lacklustre growth in the domestic market, 
rising R&D and marketing expenses on the back of 
fierce generics market in the Us...never in recent times 
have drug makers been besieged by such a variety of 
bad news. (The shocking highlight was, of course, 
Dr Reddy’s Labs’ first-ever quarterly drop in topline.) 
Now, though, things are beginning to look up 
due to what is being described by some on Dalal 
Street as the “anniversary effect”. Meaning that after 
a year where so many things went wrong, there’s little 
that can make things worse for the industry. Actually, 
that’s a rather uncharitable explanation of why investors 
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are once again flocking to Big Pharma stocks. At least 
since the beginning of last year, it was known that the 
pressure on generics drugs would be high, given that 
there weren’t enough branded drugs going off patent. 
What caught both investors and drug makers by sur- 
prise, however, was the intensity of price competition. 
In the case of generics like ciprofloxacin, the launch 
price was at a steep 95 per cent discount to the inno- 
vator drug. Says Dilip Shanghvi, Chairman & 
Managing Director of Sun Pharmaceuticals: “Us generic 
markets have seen quick and ruthless price erosion, and 
sometimes the projections that people shared did not 
anticipate what could happen and factored in all the 
possibilities as certainties.” 

Nobody’s yet saying that things are hunky-dory in 
the Us (or that the domestic market, growing at 5-odd 
per cent, will suddenly rev up), but what's helping turn 
the sentiment positive is the long list of branded drugs 
that are set to come off patent protection between 2006 
and 2008. Says Malvinder Singh, President, Ranbaxy 
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Laboratories: “There is tremendous opportunity in generics, every 
government is encouraging generics because of significant increase 
in healthcare costs.” If you are looking for a number, $30-40 billion 
(Rs 1,32,000-1,76,000 crore) worth of branded drugs will open up 
to generic competition by 2008. Says Giridhar Iyengar, pharma an- 
alyst, ABN AMRO: “While pricing pressure will remain, the new 
launches will help take pressure off some of the older products.” The 
net effect could be that earnings on the whole improve. 

As more and more companies—both in India and else- 
where, especially China—move into the generics space, the 
competition will only get tougher. The good news for large 
Indian players such as Ranbaxy, Dr Reddy's, Cipla and Sun is 
that they are vertically integrated: they make their own bulk 
drugs, can manufacture formulations and have R&D capabilities 
that allow them to come up with more value-added generic 
copies. That's not something other generic players in the us, like 
Ivax (now acquired by Israel's Teva Pharmaceuticals) or Novartis’ 
generic arm Sandoz can claim. 

So what's likely to happen in the near future is addition of 
capacities in India by both Indian and foreign drug makers, and a 
play for acquiring either FDA-certified facilities of Indian companies, 
or the companies themselves. Recently, there were reports that 
Sandoz was in talks with Cipla. While the Indian company vehe- 
mently denied the reports, its principal owner and Chairman 
Yusuf Hamied isn't ruling out any of his options. When con- 
tacted by aT during his recent trip to Pune, Hamied called talks of 
a sell-out “rubbish”, but added, “What I am telling you is as of to- 
day. Who knows what will happen two months, six months or a 
year from now?” Cipla, where there is no apparent heir to Hamied, 
had stunned the global drug industry a few years ago by launching 
anti-retro virals (ARVs), or AIDS drugs, at rock-bottom prices. Such 
capabilities are of high value to global generic giants. Says G.V. 
Prasad, Executive Vice Chairman & CEO, Dr Reddy’s Labs: “Not 
just generic majors, but even the next level of (innovator) compa- 
nies in the us will look for acquisitions in India." 

The bottom line: Like in other Indian industries, pretty soon there 
will be clear winners and losers in pharma. 
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Total Recall 


IKE IN THE US, CAR RECALLS ARE 
becoming pretty standard in India. 

Yet, over the last eight years, there 

have been only four major recalls. 





MARUTI 800, May 1997 

India's first passenger car recall, 
50,000 of the iconic small car were 
called in for repairs to a faulty pinion 
in the steering system. 





HONDA CITY, June 2004 

A faulty front dampner forced the 
Japanese car major to recall 13,000 
of its cab-forward City. 





HONDA ACCORD, August 2004 
Bravely enough, Honda made a sec- 
ond recall in just two months, due to 
(among others) a problematic fuel 
filler cap in the top-end Accord. 





MARUTI ZEN, August 2005 
The latest recall, 500 of the B-segment 
Zen are being called back to work- 
shops to fix a faulty radiator. 

KUSHAN MITRA 
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That BPO Security Thing Again 


There's no let up in foreign media's sting operations aimed at Indian BPOs, but such 
"exposés" are now beginning to look too formulaic. BY SUPRIYA SHRINATE 


Niel INVESTIGATIVE 
journalists around the 
world have a new hunting 
ground. No, it's not Iraq or 
Africa, but India. The formula 
for instant journalistic fame 
has become fairly straightfor- 
ward: Grab a camera, buy a 
plane ticket to Gurgaon, Pune 
or Bangalore, and go around 
waving a wad of dollars until 
you find a BPO employee who 
can at least promise to get you 
confidential data on American, 
European or Australian cus- 
tomers. Your scoop, like most 
recently Australian Broad- 
casting Corporation's, is ready. 
The Kerry Packer-owned ABC 
claimed in its Four Corner pro- 
gramme that its undercover 
reporter had been offered con- 
fidential information on 1,000 
Australians by an Indian call 
centre employee in Gurgaon, and the data included, 
among others, medicare records and passport details. 
It's easy to see why foreign media have turned 
such *exposés" of Indian BPOs into a thriving industry. 
Offshoring of work to low-cost countries like India has 
become a huge issue in developed countries such as the 
us, the UK, Germany and Australia. Every day, thousands 
of jobs are getting shipped out to India and that, 
understandably, is upsetting people who are losing 
those jobs. Therefore, there's a large audience for sto- 
ries that profess to drive home the perils of offshoring. 
The channels get their TRPs, the tabloids their rare 
surge on the news-stands and the audience, more am- 
munition with which to trash free market dynamics. 
We are not for a moment suggesting that BPOs in 
India are foolproof or that breach of data security 
should not be taken seriously. On the contrary, 
customer data are vulnerable and thefts do take place 
once in a while. But to portray, and then repeatedly re- 
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Data security: As safe in India as elsewhere 


inforce, Indian call centres as 
being more vulnerable than 
other BPOs around the world is 
unfair and an exaggeration. 
Says Sunil Mehta, Vice 
President, NASSCOM, the IT and 
ITES industry association: “The 
standards of security and data 
protection at Indian BPOs are 
comparable to global stan- 
dards, if not higher.” 
Besides, technology is 
-equally vulnerable, be it 
Gurgaon or Georgia. 
Consider this: In February 
this year, ChoicePoint, a 
provider of identification and 
credential data, reported theft 
of data on 145,000 us citi- 
zens. In April, HsBc North 
America asked 180,000 own- 
ers of its General Motors co- 
branded (Master) cards to re- 
place their plastic because 
transaction data had been compromised. 

Ironically, though, industry honchos only expect 
such exposés to help the Indian BPO industry in the long 
run. How? Customer anxiety, they say, will keep their 
own operations on high alert and lead to improvements 
in their security systems. Says Pramod Bhasin, President 
& CEO, Gecis Global: “We already have very senior 
level people responsible for data security and privacy, 
and integrity and information policies are constantly 
communicated to employees." That means no cell- 
phones, floppy disks, or even blank sheets of paper (they 
must be shredded end of work day) are allowed on the 
shop floor. Says the CEO of one large BPO in Bangalore: 
*No matter what, globalisation of services is an eco- 
nomic phenomenon and here to stay." Customers 
elsewhere in the world needn't worry too much over 
theft of personal data. BPOs in India will protect them 
zealously. We don't say it out of misplaced patriotism, 
but simple business logic. 
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Boom time: HLL splurged on media like this Surf Excel ad 


The Ads Are Back 


It's pouring ads this season. 


THE BIG SPENDERS 





March '05 Change 

(Rs cr) (in %) 
HLL 208.7 42.1 
Marico 27 7.8 
Colgate 32.6 39.9 
Dabur 49.3 6.3 
Gillette 12.9 31.0 
GlaxoSmithKline Consumer 26.7 18.0 
Godrej Consumer Products 16.4 -25.0 





Source: equitymaster.com Figures are for quarters ended March and June 


LM INC. IS FEELING GREAT AND IT'S LETTING YOU KNOW 
that. Advertising spend, which according to TAM Media 
Research grew 13 per cent last year to Rs 11,800 crore, could 
surge 20 per cent this year. Sources suggest that around 
Rs 7,200 crore has already been spent on advertising and 
marketing in the first half of 2005. *There has been a 20 per 
cent to 50 per cent increase in spends across the board," Says 
an industry analyst. Who's fuelling the ad boom? The on-the- 
mend FMCG biggies such as HLL, P&G, Colgate, Gillette and 
GlaxoSmithKline Consumer (see The Big Spenders), “besides 
which there has been an increased media demand from 
new categories like retail, education, financial services, pub- 
lic sector and rr”, says Sam Balsara, the outgoing President 
of the Advertising Agencies Association of India. Traditional 
high rollers such as white goods, automotive and telecom, 
notes Balsara, have anyway kept up their "tempo". 

A surprise spender, however, has been the government. 
According to industry estimates, the government has already 
spent Rs 100 crore so far this year, and could double the fig- 
ure in the second half. Says Devraj Tripathy, General 
Manager, Maxus, a Group M media buying agency: “The 
consumer affairs and tourism ministries have already 
awarded Rs 50-70 crore media duties to various (ad) agen- 
cies and by the year-end, the government could end up 
spending Rs 350-400 crore.” That’s just a little (Rs 50-100 
crore) less than how much HLL, the top spender, is expected 
to splurge on media this year. Says Sandip Tarkas, CEO, 
Media Direction: “The (government's) thrust on commu- 
nication this year is indicative of the economy’s pink 
health." In other words, they are lovin’ it. 

ARCHNA SHUKLA 
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KBC 2> 


Newer, But Better? 


T'S NOT QUITE, LIKE ITS NEW PUNCHLINE SAYS, 
pong Se Dugna (roughly, double the 
expectation), but Kaun Banega Crorepati (KBC) 
Ver. 2.0 is actually pulling in more eyeballs. The 
opening day channel share of Star Plus, which 
airs the game show, had moved up almost 24 
per cent in the prime time, 9-10 p.m. time 
band, when the KBC was first launched in 
2000. But a huge build-up to KBC 2 by Star has 
taken that figure to 28 per cent. Does it mean 
that sceptics (there are many across rival chan- 
nels, media buyers and advertisers) have been 
proved wrong? Well, yes and no. While the 
opening day figures do point to a huge pent-up 
demand for the Who Wants To Be A 
Millionaire? clone (between 2000 and 2005, 
over 25 million cable & satellite homes have 
been added), the proof of the pudding (and 
of show host Amitabh Bachchan's charisma) will 
be in sustaining the TRPs. “In 2000, KBC rat- 
ings remained high and steady for more than 
eight weeks before registering a dip," says 
Sandip Tarkas, CEO of Media Direction, a 
media buying house. "We have to wait and 
watch the trend with KBC 2." The international 
show's second and third runs have tended to 
lose viewers (by as much as half, sometimes). 
Will the desi version prove far more durable? 
We'll have to wait to find out. 


SHAILESH DOBHAL 





Old vs new: His charm remains undiminished 





Can car 
technology 
keep cool yet 
turn on 
the heat? 


Blaupunkt 
WINNER of THREE 
“Innovations Design 
& Engineering i 
Showcase Awards” 
D International Consumer 
~ Electronics Show (CES), 
Las Vegas, 2005. 
pU MEX. The advanced Blaupunkt Velocity Amplifiers 
with *Thermal Throttle" technology. Car audio 


never played it so cool... 


s. 


‘Thermal Throttle’ - the innovative thermal protective circuit 

prevents the new Velocity VA amplifiers from overheating under 

any conditions. So you can enjoy powerful, precise sound and a 

high power output non-stop. That’s technology on the go. That's 

Blaupunkt MP3 players - Rs. 8450/- onwards. Blaupunkt for you. Have you ever thought of a car audio like this? 
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Out of tune: Ringtones and MP3 music may bring the industry in sync 


Singing The Blues 


Squeezed, music industry seeks new ways to survive. 


HAT DOES AN INDUSTRY DO WHEN ITS REVENUE MORE THAN 
X halves in just five years? First, it thinks of survival, and then 
growth. That's exactly the state of mind in the Indian music industry, 
which today is running out of ideas and customers. The industry's rev- 
enue is down from Rs 1,000 crore in 2000 to Rs 500 crore and, pre- 
dictably, only those with deep pockets have managed to survive 
the squeeze. “It is time to accept the reality that the physical format 
of selling has taken a beating,” says Kulmeet Makkar, Chief Executive, 
Saregama Music. He thinks the “profit-sharing” model with producers 
that his company has adopted is the way forward. This ensures 
that the music companies stick to marketing and distribution, and don’t 
get into risky manufacturing. “We adopted this model for Murder and 
it paid off,” he says. A far cry from the days when the music of K3G 
was sold for Rs 11 crore and that of Devdas, Rs 13 crore. 

With the onslaught of technology in the form of music on the web 
and MP3 gaining ground, the music industry has lost a huge chunk of 
revenues. Says Gurmeet Singh, Business Head (Music), Music Today: 
“There are more people sharing the pie now. Ringtones is a case in 
point.” According to Kumar Taurani, Head of Tips Music, the way 
forward will be to adopt a downloading model on the lines of 
iTunes from Apple. “While that is a good model, it will take two to 
three years before anything emerges,” he feels. His company, too, has 
been through a rough phase. It paid a whopping Rs 8 crore four years 
ago to buy the music rights to Subhash Ghai’s Yaadein, but is said to 
have lost close to 80 per cent on the investment. 

Mass music (film music) is what sells largely in India, and this 
accounts for two-thirds of the market. Here again the numbers 
have dropped to just a million units for a big hit like Koi Mil Gaya and 
that conveys the story. According to Makkar, the future will be 


- about getting in new revenue streams like ringtones on mobiles. 


Agrees Shridhar Subramaniam, Sony BMG Music India’s Managing 

Director, pointing out that public performances and mobile phones 

will be where the industry’s money will come from tomorrow. 
KRISHNA GOPALAN 
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Seen A Coke 





- 


Cola ad wars: Coke 0, Pepsi 1 


channels, then from cricket and 
this season, it's nowhere to be seen. 
We are talking about Coke. To be 
sure, the cola major did make an 
appearance on the telly with Aamir 
Khan's new makeover as Mannu 
Bhabhi, but it was too brief to make a 
splash. In contrast, its arch-rival Pepsi 
has been extraordinarily "bubbly", 
spending an estimated Rs 50 crore 
this season (compared to Coke's 
Rs 20 crore). Why is Coke lying low? 
It's due to a shift in strategy from main- 
line to below-the-line marketing, says 
a spokesperson, but adds that "our 
market share has remained intact at 61 
per cent". Coke's parent, however, is 
more forthright in accepting that it is 
facing problems in India. In its quarterly 
SEC filing, it admits to a drop in sales 
"due to the impact of price increases to 
cover rising raw material and distri- 
bution costs along with the lingering 
effects of pesticide allegations in 2004". 
Back home, Coke is unlikely to release 
new ads for the rest of the year. 
Unless, of course, the new President 

Atul Singh decides otherwise. 
ARCHNA SHUKLA 
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Dissecting Mumbai's Movie-goer 


Shringar Cinemas recently commissioned Mindshare to survey the movie-going audience in 


Mumbai.The survey threw up six types of the movie buff, vastly different from each other. 





S N P 


Groucho 
32% 
@ Watches movie in a theatre once in three months 

@ Prefers Hindi thrillers, but also watches regional flicks 
@ Usually turns up 15 minutes late for the screening 

€ Watches the movie with spouse/children 

@ Belongs to SEC A1+/A2, is predominantly 

male between 25 and 44 


Middle-class Housewife 

0 
e Watches movie in a theatre once in four to six months 
@ Prefers Hindi horror or social drama movies 
@ Arrives 10 minutes before the movie starts 
e Watches movie either alone or with 
friends/spouse/children 
e Belongs to SEC B1/B2, is predominantly female 
between 25 and 34/44 and 55 


Geek 

27% 

@ Watches movie in a theatre once a month 

@ Prefers Hindi action or war movies, but also watches 
dubbed English flicks 

€ Gets in five minutes before the movie starts 

@ Watches movie mainly alone or with friends 

e Belongs to SEC A, and is in the age group of 15 to 24 
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It's showtime, folks: Movie-goers at a theatre in Mumbai. Can you spot the types? 










AVX NINDnOS 





Barbie Doll 
895 





e Watches movie in a theatre once in two weeks 

€ Prefers latest blockbusters, action, children's 

& animation films 

@ Usually enters at the time the movie starts 

e Watches movie mainly with parents 

e Belongs to SEC A1 and SEC C, and is predominantly 
female between 15 and 19 


Western 

15% 

e Watches movie in a theatre at least once a week 
e Prefers watching English action or comedy movies 
€ Usually enters the hall 10 minutes late 

e Watches movie mainly with children and family 

@ Belongs to SEC A, is predominantly female 
between 35 and 55 


Young Turk 

9% 

€ Watches movie in a theatre once a week 

e Prefers English movies 

e Gets in 10 minutes before the movie starts 

e Watches movie mainly with friends 

e Belongs to SEC A1+, and is between 20 and 24 
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Real Estate Worry 


The RBI casts a wary eye on the realty boom. 


Epes ASTRONOMICAL RISE 
in Mumbai’s real estate 
prices following the sale of 
textile mill lands caught 
most people by surprise— 
including, as it turns out, 
the central bank. In a move 
that can be linked to this, 
the Reserve Bank of India 
(RBI) has decided to increase 
the risk weightage to lend- 
ing to (this applies to resi- 
dential and commerial) real 
estate developers, thereby 
ensuring that speculation 
isn’t fuelled by easy money. 

For a while now, real 
estate consultants have spo- 
ken of how the current 
increase in prices—this 
touched Rs 15,000 per 
square foot in August in the 
case of Kohinoor Mills, 
compared to the sale of 
Jupiter Mills property, which fetched Rs 4,000 a square foot in 
May—is completely unsustainable and that developers will find it very 
difficult to recover their investments. While Colliers Jardine CEO, 
Akshaya Kumar, thinks that there is a lot of potential in the overall real 
estate business, he maintains that the caution from a lending point of 
view is welcome. “However, what is required is a project-specific ap- 
proach,” he says. 

Banks, quite obviously, have been affected by the RBI move and 
admit that their business will be impacted. “A 25 per cent risk 
weightage of this kind will definitely impact our business. We are still 
awaiting details on the directive,” says Punjab National Bank’s 
Executive Director, C.P. Swarnkar. In his words, the decision is 
right and there is nothing unrealistic about it. Most players in the 
industry admit that the objective behind the decision is to end the high 
levels of speculation and to bring in more sense into the business. 

Those like the icict Bank, by virtue of having limited exposure to 
commercial real estate business, say they will be not be greatly affected. 
As ICICI Bank Executive Director, Chanda Kochhar, puts it, ^Our 
exposure to commercial real estate business is around 3 per cent of the 
total loans and advances because of which the impact would not be 
significant and is expected to be in the range of 7-8 basis points on cap- 
ital adequacy." Clearly, lesser money to fund the commercial real es- 
tate boom would have some impact on the market. But just how it will 
play out isn't easy to say at this time. 





RBI Governor Y.V. Reddy: Keep 
speculators off realty 


KRISHNA GOPALAN 
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UPGRADEP 
Missing 
The Qualis? 


HEN TOYOTA KIRLOSKAR MOTOR 
M nites the plug on its 20-year- 
old workhorse, the Qualis, and 
replaced it with the Innova, many in 
the auto industry thought that the 
Japanese giant was making a mist- 
ake. Guess what? They were wrong 
and Toyota was right again (it had 
been warned against launching Qua- 
lis, which eventually sold more than 
100,000 units). The multi-utility vehi- 
cle (MUV), Innova, has been rolling 
off the showrooms faster than the 
Qualis (see Better, All the Way). 
While the Qualis sold 6,630 units in 
the first five months of its launch, 
the Innova did 17,960 in the same 
period. Now, of course, all eyes will 
be on the small car that Toyota has 
promised to launch in India. "We are 
still deciding which model to bring 
in, but rest assured, Toyota will have 
a small car in India soon," the com- 
pany's India boss, Atsushi Toyo- 
shima told reporters while introducing 
the Innova's new brand ambassa- 
dor, Aamir Khan. Rival car compa- 
nies must already be sweating. 
KUSHAN MITRA 


Better, All The Way 





Kotak Portfolio Management 


Kotak Securities is one of India's oldest portfolio management companies with close to 10 years of 
experience. It's also one of the largest with Assets Under Management worth over Rs.2000 crores That 
means, you can be assured that your investible surplus is professionally managed and made to work hard 
Because if your money isn't making you more money it's just plain lazy. To get your money working right 


away call our Relationship Manager who'll gladly come by and discuss your investment objectives 
P g jladiy y y 


SMS KPM to 9833119776 or email k.pm@kotak.com or call 1600 222 250 


IS YOUR MONEY GROWING ? 
GROWING LAZY ? 
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Building The Chip Ecosystem 


Texas Instruments sees promise in chip manufacturing. 


E 1985, TEXAS INSTRUMENTS (TI) 
did the unthinkable when it 
decided to set up a development 
centre in Bangalore, which was 
very much a pensioner's paradise 
back then. Two decades on, the 
American semiconductor giant is 
betting on the fact that India could 
soon become a powerful chip 
design-to-manufacturing country. 
"Electronic manufacturing has been 
very small until now. But that's 
changing, and today is probably 
the beginning, evidenced by the 
commencement of cell phone-man- 
ufacturing than anything else," TPs 
Chairman, Thomas J. Engibous 
told BT on his recent visit. *What 
will drive manufacturing is the 
local consumption of electronics," 
he said. 

There's little doubt that the local 
electronics market—cell phones at 
least—is expanding rapidly. 
According to industry estimates, 
there are over a hundred million 
mobile phone users in India and 
this number is increasing by two 
million every month. Cheaper hand- 
sets and falling usage costs are driv- 
ing growth in this market. 


Motorola, for instance, introduced 
a phone priced below Rs 1,500. 
Driving this revolution further, 
Engibous says, T1’s single-chip plat- 
form for cell phones promises to 
drive down costs by as much as 30 
per cent. 

Two manufacturers, Elcoteq 
in Bangalore and Nokia in Tamil 
Nadu, have already announced 
investments of up to $100 mil- 
lion (Rs 440 crore) and Rs 625 
crore, respectively, in manufac- 
turing facilities. Another company, 
Quasar Innovations, has tied up 
with Nasdaq-listed Primus and is 
pioneering the ODM (original 
design maker) concept for cell 
phone design. 

Other pieces of the semicon- 
ductor jigsaw also seem to be falling 
into place, including a 3.5 lakh sq ft, 
Rs 65-crore Semicon Park, which 
opened in Bangalore a few weeks 
ago. "There's no question that the 
change is already starting. The 
unique thing about India is that it is 
not fascinated by manufacturing 
and focuses on IP. This will build 
more stable companies over the 
long haul. That’s a huge advantage 





TI's Engibous: Betting big on India 


India has over other the others,” 
says Engibous. 

Looks like despite all the odds, 
India is on its way to becoming a 
semi-conductor hub. 

RAHUL SACHITANAND 





IN PLAY» 


Big-ticket Deal 


Wes END UP BUYING ONE OF INDIA'S BEST-KNOWN BRANDS IN THE TRAVEL 
business? When BT went to press, there were reports of a number of in- 
vestors (including private equity giants Blackstone, Carlyle and India's ICICI 
Venture) wooing Thomas Cook India, which has been put in play by its German par- 
ent. At 33 times PE, the Thomas Cook deal does look expensive. It will cost Rs 640- 


AMANPREET SINGH 
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What's cooking? We'll soon find out 
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One good performance deserves another. When you use Nokia to power your network, your 
customers will recognize the difference. Working with Nokia means you'll spend less time on 
infrastructure and have more time to keep customers satisfied. 


Nokia supplies you with the solutions and expertise you'll need to provide your customers with 
world-class communications. As the leader in the converging mobility industry, Nokia helps you 
deliver quality along every step of the value chain. Demand more of your network and your 
services, and demand more of your partner. Let's network. 


www.nokia.com 
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ITH ATIQ GONE, THEY ARE GIV- 

ing Intel a licence to print 
money". That's how a West Coast 
analyst described Atiz Raza's exit 
from chip-maker AMD in July 1999, 
And the analyst wasn't exaggerating. 
Widely seen as the man who 
brought manufacturing discipline 
to a money-losing company, Raza 
was expected to succeed AMD's then 
CEO Jerry Sanders. Raza was the 
man who helped the semi-conduc- 





Pakistan's Vinod Dham 


Atiq Raza was the man behind AMD's K6 and Athlon chips. 


from the University of London 
and then a Master's in Material 
Science and Engineering from 
Stanford. He returned to Pakistan 
in 1972 and worked in the harsh 
North West Frontier Province for 
a few years as an engineer with 
Telephone Industries of Pakistan, 
but intense persecution saw him 
return to the Us for good. 

The rest, as they say, is his- 
tory. After 10 years of working 


tor industry's perpetual also-ran 
challenge Intel's supremacy in the 
chip business with the AMD Athlon, 
considered by many as technologi- 
cally superior to Intel's Pentium III. 

But then, the Pakistan-born 
Raza, who joined AMD after it ac- 
quired his NextGen Inc in January 
1996, has always been some sort 
of an iconoclast, and not just in the 
chip industry. Well before he was 
forced to leave Pakistan in 1972, 
Raza, now Chairman & CEO of 
Raza Microelectronics, saw himself 
as a misfit at St. Anthony's school 


and Aitchison College, which were 
then preserves of the aristocracy. “I 
just didn't fit into that set-up. 
Instead, I found myself exploring 
the bylanes of Lahore on my 
bicycle, and finding new and 
interesting places in the old walled 
city where I lived," recalls Raza. 
His random rides and unend- 
ing hours spent in his grand- 
mother's library were, however, 
soon replaced by some serious aca- 
demic pursuits as he fuelled his 
passion for device physics, by first 
pursuing a degree in electronics 





in various tech companies, Raza 
joined a start-up, NextGen Inc., in 
1988, and (after quickly rising up 
the ranks to become its CEO) sold 
out eight years later to AMD for 
$860 million (Rs 3,010 crore 
then). *The challenge is to create 
newer and more efficient tech- 
nologies that can potentially shift 
the balance of power," says the 
man who was worth over $4 bil- 
lion (Rs 18,800 crore then) in 
2001. Raza may do so one more 
time with Raza Microelectronics. 

RAHUL SACHITANAND 


RIGMAROLEP 


Waiting To Take Off 


pe. AIRLINES' JINXED FLEET EXPANSION PLAN, FIRST PRO- 
posed a decade ago and finally approved after a fashion 
in March 2002, hobbled a step closer to realisation. After 
some Members of Parliament grounded the plan in May by 
questioning the Rs 10,237 crore deal price (the national car- 
rier, they alleged, was paying more for the Airbus aircraft 
than others like Malaysian Airlines), the files have been 
moved up to the Cabinet Committee for Economic Affairs 
(CCEA), following a clearance by the Union aviation min- 
ister, Praful Patel. "This order will allow us to compete more 
effectively with the private carriers," says a senior Indian 
Airlines official. Delay in order placement, however, will 
mean delays in delivery. "Indian Airlines is a valued cus- 
tomer and we will try and give the best delivery dates 
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possible," says David Velupillai, spokesperson for Airbus, 
which must still be keeping its fingers crossed. 
KUSHAN MITRA 
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Welcome to The Leela, now by the famed Kovalam Beach in Kerala 


Acres and acres of sunshine atop a cliff. Flanked by two enchanting beaches. 194 rooms with 
private decks that offer stunning views of the coastline. Exotic cuisines. An infinity pool 
A traditional Ayurveda wellness spa. The largest beachside convention centre in India... All 
wrapped in that unmistakable Leela luxury which won the prestigious 2005 Five Star Diamond 
Award from the American Academy of Hospitality Sciences. 


So come right down for an out-ofthis-world experience in this five star deluxe clifftop beach 
resort, And discover a whole new meaning to God's Own Country. 

For our special inaugural Gold Apex and Monsoon offers, visit www.theleela.com 

Or call Kovalam: 0471-248 0101. Ahmedabad: 079-2658 3004/6122. Bangalore: 080-5109 1172 
Chennai: 044-2532 2926/3503. Hyderabad: 040-2784 6970/2588. Kolkata: 033-2283 6234-39 
Mumbai: 022-5691 1218/20. New Delhi: 011-2332 5553/4. Pune: 020-2551 3054/2553 9079 


ED 
THE LEELA 
^ KOVALAM 


The Essence of India 


Book 10 days in advance and avail our Apex Gold Rates. Rs.1500 per person/day with breakfast, and Rs.2250 per 


person/day, all meals inclusive. Conditions apply. Offer valid till 30 September 2005. 


Leela Palace and Resorts; Mumbai Goa Bangalore Kovalam (Kerala) Udaipur (2007) Chennai (2007/8) Hyderabad (2007/8) 
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Brewing A Global Brew 


After Tetley, Tata Tea lines up brand acquisitions in the US—perhaps of ready-to- 


drink tea brands. BY BRIAN CARVALHO 


ELESTIAL SEASONINGS, HONEST 
Tea, Tazo, The Republic of 
Tea, Traditional Medicinals, Stash 
Tea...these are only a sprinkling of 
the hundreds of specialty tea brands 
that are doing thriving business in 
the Us. And that's where Tata Tea— 
which is today entirely concentrated 
on brands, having defocused its 
plantations business—now wants 
to be, with perhaps one or two such 
brands in the bag. MD Percy Siga- 
nporia says the proposed acquisition 
needn't necessarily be of a specialty 
tea (which are typically value-added 
brewed beverages like herbal teas), 
but could also be of the conven- 
tional variety, or of tea in the ready 
to drink (RTD) form. “We are looking at acquisition op- 
portunity in the arena of tea in all its myriad forms. 
What we will be examining is the scope for ensuring the 
business and the brand as a strategic fit with our current 
portfolio and which allows us to grow the business, 
thereafter," explains Siganporia. 
Whilst the Us tea market is relatively small in terms 
of tonnage of black tea, it is one of the largest markets 
for tea sold as a beverage, in the form of RTD brands, 





VALUATION» 


.Lots In A Name 


H OW MUCH IS YOUR SURNAME WORTH? IT MAY NOT BE WORTH THE EXERCISE, BUT IN THE CASE 
of Ratan Tata, it clearly is. In 1997, when the Tata Group carried out a brand valuation 
exercise (involving TCS, Tata Tea, Indian Hotels, Tata Steel and Tata Motors, and done by 
UK-based brand consultancy Interbrand), the Tata name was worth $1 billion (Rs 3,600 crore). 
Eight years on, its value has soared to $6 billion, according to R. Gopalakrishnan, Executive 
Director, Tata Sons. (Rights to the Tata brand reside not with Ratan Tata, but with Tata Sons). 
Needless to say, the dearer brand is due to Tata's forays into sunrise businesses like insurance 
and telecom, besides strong performance in automobile and steel. The listing of TCS, too, 
has helped. Says Gopalakrishnan: "The challenge before us in the 90s was to make the Tata 
brand contemporary and ensure that it retained its basic values." A job well done. 
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Tata Tea's Siganporia: Ready to 
take on the US market 


with double-digit growth rates 
spurred on by consumers who've 
recognised the health benefits of 
tea. Siganporia names two such 
brands, Snapple and Arizona, which 
do much larger turnovers than most 
black tea brands. The black tea seg- 
ment is estimated to be as large as 
Rs 48,000 crore, and the market 
for green, specialty and herbal teas 
and infusions is just under Rs 
50,000 crore. But it's the hot and 
cold beverage format market— 
which includes everything potable, 
including colas—that's the largest, 
estimated at some Rs 1,28,000 
crore, and this could well be where 
Tata Tea has trained its sights. 

The us tea market isn't exactly consolidated, with 
just a handful of significant acquisitions taking place over 
the past five-six years. These include the buyout of 
Oregon Chai by the Irish-based Kerry Foods, and 
Starbucks acquisition of Tazo Tea way back in 1999, 
Tata Tea could well be the next buyer in the us—it's 
received shareholder approval for investing Rs 500 
crore via its subsidiaries to execute its acquisition game 
plan. Cheers to that. 








UMESH GOSWAMI 


KRISHNA GOPALAN 


Tata’s Ratan Tata: Pricey surnam 


www.yahoo.co.in 





I'm going to be a 
Paleontologist 
when | grow up. | even got my 
Yahoo! Mail Id by that name! 


The best part is watching 
daddy type my email id. 


The choice of millions across the world, Yahoo! India Mail has 
been fast evolving to meet the ever-changing requirements of 


the users, as well as combating the abusers. 


With a host of features, an easier-to-manage inbox with faster 


search and streamlined design, its no wonder why almost 


everyone you know seems to have a Yahoo! Mail Address! 


Log on to www.yahoo.co.in to know more YaHoo! MAIL 


INDIA 


Everyone you know, has one! 
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A BMW 3 series car : Finally, stepping on the gas 


BMW In Chennai 


The German car maker finally decides to invest in a facility. 


I T WAS ONE OF THE LAST FEW CAR MAJORS THAT DID NOT HAVE A MAN- 
ufacturing presence in India. Even if belatedly, BMw has moved to 
correct that anomaly. Last fortnight, the Foreign Investment 
Promotion Board (Fis) approved a proposal from the German lux- 
ury car maker to invest Rs 100 crore in a facility in the ‘Detroit of 
India’, Chennai. Initially, the company will import completely 
knocked down (CKD) kits and assemble them at the new plant. 
Depending on the sales volume, BMW is expected to ramp up man- 
ufacturing. Although BMW has a strong image in the luxury market 
(some consider it superior to the Mercedes marque), in India, it will 
face stiff competition from the existing players. The market for 
luxury cars is not just shockingly small, but also slow to grow. 
According to the Society of Indian Automobile Manufacturers, a bare 
5,356 premium segment cars (where the BMW 5 series should 
compete) were sold in 2003-04, with the number going up to 5,708 
the next year. So far in this financial year, 1,764 of these cars have 
been sold, representing a 6 per cent drop over the same period last 
year. The market leader in this segment is the Honda Accord. 
Therefore, it's unlikely that BMw will be in a hurry to invest in ex- 
panding its manufacturing facility in India. *We cannot com- 
ment on any concrete plans until our negotiations with the gov- 
ernment are closed. We are, however, definitely coming to India," 
says BMW's spokesperson Eckhard Wannieck. 

BMW's belated enthusiasm has to do with India's potential as a car 
market. While at one million units it is considerably smaller than many 
markets in smaller European nations, it offers something that few mar- 
kets worldwide offer: Growth. *We don't think we are late in entering 
the Indian market. We do everything step-by-step and we now feel 
that there is potential in the Indian market for the luxury cars that BMW 
makes," Wannieck says. BMW'S challenge, like in the case of other lux- 
ury car makers like Mercedes, is to build a viable business in India. 

RAHUL SACHITANAND 
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AUTOP 


Load It Up, 
Baby 


OD MAY STILL NOT BE IN THE BUSI- 
Gras of buying people a 
Mercedes (sorry, Janis Joplin), but 
that isn't stopping buyers from pick- 
ing the very best in their respective 
segments. Take the Honda City, for 
instance. Around 60 per cent of these 
cab-forwards sold are the fully- 
loaded, top-end variants, never mind 
that at Rs 7,62,891 (ex-Delhi show- 
room) it's Rs 1.10 lakh more expen- 
sive than the base model. Ditto with 
the Honda Accord. The automatic 
V6 alone fetches 45 per cent of the 
sales, leaving the other variants to 
make up the rest. If you thought only 
the buyers of expensive cars were 
less price sensitive, you are mist- 
aken. Hyundai Santro's higher end 
XG and XS account for 54 per cent 
of the small car's sales, and the Getz 
GLE, priced Rs 60,000 higher than 
the entry model, accounts for more 
than two-thirds of the model's sales. 
In the case of Maruti Swift, the top- 
end ZXI, which comes with auto- 
matic climate control and keyless 
entry, accounts for 30 per cent of 
the Swift sales, although it is Rs 1 
lakh costlier than the base model. 
What was that about the 'price-con- 
scious' Indian consumer? 

SWATI PRASAD 





Hot wheels: Make mine top-end 
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Now you can stay in touch with urgent business matters 
instantly, with HutchMail. HutchMail provides you complete 
and secure access to Microsoft Exchange and Lotus Notes 
from your desktop, straight to your Hutch phone. 
Moreover, HutchMail ensures that all your emails reach you 
without delay, while roaming on Hutch within India, and 
through our partner networks across the world. 

Here are some benefits of HutchMail: 

= Wide handset support 

HutchMail is available for a range of phones including 
Nokia, Sony Ericsson, Windows Pocket PC & Windows 


Supports: 


F3 Outlook 2003 AN Monies | D software 





smartphones. Even if your handset does not support this 
service, you can still access basic emails via GPRS or SMS. 

= Real-time delivery 

This feature ensures any new emails and calendar entries 
reach your phone the moment they reach your mail server. 
You can then create, view, reply; delete and forward them 
in real-time and in sync with your server, 

= Attachment support 

HutchMail enables you to receive, view, save, edit and send 
Word, Excel, PDF and PowerPoint attachments as you 
would on a computer. To check if your handset Supports 


" 





these attachments, just visit www.hutch.co.in 
= Unified view 

Any change in your email or the calendar data is 
instantaneously synchronized with the server. So you 
always have the same view of your data, both in and out 
of the office. 

= Low cost of ownership 

HutchMail uses existing IT and telecom systems to 
increase the utility of your existing handsets. 

= HutchMail subscription & costs 

Hutchmail is available to you at the following three 


Introducing 


HutchMail 


- any email on your Hutch phone. 


monthly subscription plans: 

1. Pay RS199 and pay for what you use (050p/10Kkb. 

2. Pay Rs 499 and get 100mb of free usage. Then on, pay 
for what you use (050p/10kb. 

3. Pay Rs 899 for unlimited access & usage. 

To subscribe or to know more about HutchMail, visit us at 
www.hutch.co.in or mail us at hutchmail@hutchindia.com 
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Cracking The Portability Problem 


Telecom solutions provider Siebel Systems Says it can be done, but at a cost. 


OR SOMETIME NOW, IT HAS BEEN THE MOBILE PHONE CONSUMER’S PET 
| ein a number that stays with her as she switches service providers. 
Cellular phone companies, however, have been ambivalent about such 
number portability, given that it entails substantial investment in tech- 
nology. The market, however, seems eager. The number of cellular 
phone subscribers in India has grown to over 60 million users, and quite 
clearly number portability will ensure that the service provider with the 
best quality network gains. 

Solutions provider major Siebel Systems, in a white paper, outlines fac- 
tors such as network coverage, switching costs and penetration levels that 
will affect number portability. “It has been introduced in countries like the 
UK, Hong Kong and the us, where the proportion of post-paid users is very 
large," notes Siebel's Senior Vice President and General Manager 
(Communications, Media and Energy), Reid S. Drucker. In fact, when it 
was launched in Hong Kong and the us, as much as 95 per cent of the mar- 
kets comprised post-paid users. In India, the scenario is quite different, with 
barely a quarter of the market being accounted for by post-paid users. 
Understandably, number portability is easier to work in a post-paid mar- 
ket since it has more user loyalty and a higher level of stickiness. “In a pre- 
paid market, you do not even know your user and to that extent, it is dif- 
ficult to have an interface with him,” explains Drucker. “Besides, how many 
service providers will be willing to invest in number portability if they were 
going to lose their subscribers in the process?” asks a telecom official. That, 
in fact, is the biggest stumbling block to number portability. 

KRISHNA GOPALAN — Siebel's Drucker: Knows the answers 


SOUMIK KAR 
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IICT's Breakthrough Aviation Lube 


Fo A COUNTRY WITH $144 BILLION (Rs 6,33,600 CRORE) IN FOREIGN 
exchange reserves, saving on dollars may no longer be the 
primary motive behind import substitution. But the domain knowl- 
edge and self-reliance that such a strategy affords still guides 
research at government-owned laboratories in the country. The 
Hyderabad-based Indian Institute of Chemical Technology (IICT) 
is a case in point. After spending Rs 17 crore and a little over 12 
months on the project, the institute has finally developed a syn- 
thetic aviation lubricant that the country currently imports. The Rs 
100 crore in annual imports that it will save is not the big pay-off. 
"The fact is that it has strategic value and it can be produced in- 
digenously much cheaper," says IICT's Director, J.S. Yadav. 
The fuel is fairly unique for its properties. It can withstand tem- 
peratures as high as 140 degree C and as low as minus 40 de- 
gree C, and is made by a highly guarded technology. So IICT's 
breakthrough is nothing to sneeze at. 


IICT's Yadav: Certainly worth the effort E.KUMAR SHARMA 
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qu RALLY IN THE MARKETS HAS NOT 
seen any significant movement over 
the last few days and the 8,000 mark still 
seems a while away. Barring a steep fall 
of close to 150 points, there have been 
no jitters and the consensus is that there 
is still some breath left in this rally. The 
next few weeks leading into the corpo- 
rate numbers for the September quarter 
may just end up being crucial. 

Our flagship free float methodology- 
based index—BT 50—has completed 
two years now. The free float metho- 
dology has several advantages: first, it 
considers only the value of stocks freely 
available in the market (after excluding 
the part held by promoters and other 
strategic investors) and the weightage 
assigned to individual shares is more 
representative than the market capitali- 
sation-based methodology; second, it 
takes care of the perpetual selection 
dilemma regarding closely-held compa- 
nies. For instance, the inclusion of these 
companies may distort the index based 
on total market capitalisation metho- 
dology, but dropping them altogether 
may reduce its representative character. 
The free float methodology facilitates 
inclusion of large closely-held compa- 
nies but assigns them a lesser weigh- 
tage. After the success of our broad 
market free float index (that the Sensex 
subsequently decided to adopt this is 
testimony to the efficacy of the free float 
method), we decided to launch sector 
indices using the same method. While 
the general index captures the overall 
movements (covering several sectors), 
sector indices capture the movements in 
individual sectors. All these indices have 
a common base period (January 1, 
2002). The weightages are reassigned 
every quarter after companies declare 
their ownership details. The base value 
of all Br indices is 100. 

KRISHNA GOPALAN 


BSE Goes Corporate 


The Bombay Stock Exchange is changing with the times. 


De ae ence TRADE BSE STOCKS 
on the stock exchange. For 
starters, the Bombay Stock 
Exchange has renamed itself ssi 
Ltd and is considering the possibil- 
ity of listing its shares. BSE CEO 
Rajnikant Patel told Br that the SEBI 
(Securities and Exchange Board of 
India)-prescribed BSE (Corporatisa- 
tion and Demutualisation) Scheme 
2005 envisages a reduction in the 
stake of the current owners from 
100 per cent to 49 per cent. “There 
could be an offer for sale, an IPO or 
a sale to a strategic investor. We 
will take a final decision over the 
next two to three months," he in- 
forms. The exchange is currently 


owned by a group of stockbrokers. 

BSE, Asia's oldest stock ex- 
change, has no outstanding debts 
and has a paid-up capital of Rs 75 
lakh (each share has a face value of 
Re 1). It was established as The 
Native Share and Stock Broker 
Association in 1875 with 300 mem- 
bers. In 1986, it launched the 30- 
share BSE Sensex, which is considered 
a barometer for the health of the 
country's equity markets. And de- 
spite ceding its numero uno posi- 
tion to the National Stock Exchange, 
it remains among the two top stock 
exchanges in the country (and the 
most photographed!). More than 
4,700 companies are listed on the 





BSE: 


It now has a Ltd < 
exchange, which logs an average 
daily turnover of Rs 3.600 crore 
A BSE deposit-based membershiy 


costs Rs 95 lakh and its membership 


roster boasts 800 names. “We have 
a strong background and corporati 
sation will gives us greater Opera 


tional flexibility,” says Patel 
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Karur Vysya Bank is an 89 year old institution with all the conveniences of modern banking technology. 
KVB now allows all VISA card holders to access their accounts at any of its 160+ ATMs across India 


Bringing your VISA account a step closer to you. Come, experience KVB today. 


The Karur Vysya Bank Ltd., 
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[C5 Goes On A Drug Hunt 


The software company's new project involves delivering not codes, but molecules. 


Ae FOUR YEARS AFTER TATA 
Consultancy Services set up its 
advanced technology centre for life 
sciences in Hyderabad in anticipa- 
tion of the bioinformatics boom, 
the IT major is getting to sink its 
teeth into a very different project. 
“For the first time for TCs, a project 
deliverable is not a piece of code, 
but molecules," says M. Vidyasagar, 
Executive Vice President (Advanced 
Technology), TCs. The company's 
brave new project is courtesy a deal 
it struck with Congenia, an Italy- 
based biotech start-up, in June this 
year after five months of talks. As 
part of the deal, TCs will provide 
"advanced fragment-based lead op- 
timisation solutions for drug dis- 
covery”. In English, that means TCs 
will run highly sophisticated com- 
puter simulations to identify one 
or more molecules that will bind 
to—and thus inhibit the action of — 
a protein in the body called “P66”, 


which is associated with ageing. TCs 
will also rope in other research labs 
for offline “wet lab tests”. Congenia 
will take the molecules through an- 
imal tests and human trials and, if 
successful, to the market. 

The euro 1.1-million (Rs 5.72 
crore) contract is to be executed 
over 18 months, and marks TCs’ en- 
try into the “lead identification and 
optimisation” market, which ac- 
counts for 15 to 18 per cent of the 
$40 billion (Rs 1,76,000 crore) drug- 
makers spend on drug discovery an- 
nually. A typical drug, according to 
Vidyasagar, costs between $700 mil- 
lion (Rs 3,080 crore) and $1.2 bil- 
lion (Rs 5,280 crore) to test and 
takes eight to 12 years to bring to the 
market. TCS will be using its own 
software product, “Bio-Suite”, de- 
veloped under the New Millennium 
Indian Technology Leadership ini- 
tiative of CSIR, to screen thousands of 
potential lead molecules. 


Travails Of The Travel Agent 





TCS’ Vidyasagar: Breaking new ground 


At present, Vidyasagar’s team 
comprises just 34 people, of whom 
10 have been put on the Congenia 
project. But if he’s able to deliver the 
goods, TCs’ fledgling division may 
take on a life of its own. 

E. KUMAR SHARMA 





Direct online selling of airline tickets and wafer-thin margins are killing the agents. 


jj n DOMESTIC AVIATION MARKET IS IN FULL THROTTLE. THIS YEAR, IT IS 

expected to add five million new passengers to last year's 15 million, 
and continue adding another five million every year for the next five. But 
this spectacular growth, fuelled by tumbling ticket prices, has brought lit- 
tle cheer to the 2,000-odd travel agents. Says Travel Agents Association of 


India (raat) President Balbir S. Mayal: “The commission on ticket sales has 
come down from 9 per cent three years ago to 5 per cent. It could come 
down to nil eventually." When that happens, most of the travel agents will 
be forced out of business. Currently, 80 per cent of the domestic tickets are 
sold via travel agents, but low-cost carriers like Air Deccan are fast chang- 
ing the equation. Half of Air Deccan's ticket sales are direct. Will the agents 
survive the zero-commission regime? *Air travel sold alone will not help. 
They will need to be bundled with other services like medical tourism," says 
Kamal Hingorani, Vice President at Kuoni Academy of Travel. It's a difficult 
reinvention that not too many of the travel agents will manage. 
KUMARKAUSHALAM 
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No buyers: The middleman is dying 
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N AUGUST 18, 2005, THE CONGRESS PARTY MADE 
Die in more sense than one. First, it introdu- 
ced the populist National Rural Employment Guara- 
ntee Bill in the Lok Sabha, Secondly, its President, 
Sonia Gandhi, made her first speech in Parliament 
since the party's return to power, lauding the Bill as 
"the human face of economic reforms that makes 
economic growth more inclusive and equitable". 
Thirdly, it promised a job guarantee scheme that 
was legally binding on the government; earlier schemes 
were all launched by executive fiat. 

The Bill—which seeks to provide 100 days of 
employment to at least one member of every rural 
household at a minimum daily wage of Rs 60—holds 
much promise, claim its advocates. It will help build 
rural infrastructure, stem the flow of migration to large 
cities and address the problem of unemployment at the 
grassroots, This, they maintain, will reduce social 
tensions and tackle the problem of burgeoning slums 
in the country. But others say the additional financial 
outlay will throw budgetary estimates out of gear, 
sharply increase the fiscal deficit, raise interest rates sig- 
nificantly and hurt the bond market. According to 
economist Surjit Bhalla, the scheme is likely to push 
the combined fiscal deficit of the Centre and the 
states, which is at about 10 per cent of GDP, up by 4- 
4.5 per cent. "It will sound the death knell for the low 
interest regime," he says. 

The main issue is the absence of reliable statistics 
on the number of beneficiaries targeted by the scheme; 
therefore, its cost can't be estimated with any de- 
gree of certitude. The Planning Commission says it will 
cost about Rs 13,000 crore in the inaugural year, 
when it will be implemented in 200 of the coun- 
try's 600 districts (it will be expanded to cover all the 
districts over the next five years). Not everyone 
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IMLOHINOV HSAANVYIN 


Fiscally Imprudent 


The NREGS can derail the government's budgetary estimates. 


agrees with this assessment. Some estimates place 
the cost in the inaugural year at Rs 40,000 crore. 
“There will be input costs, insurance and other ex- 
penses in addition to the wages," argues Subir Gokarn, 
Chief Economist at credit rating agency CRISIL. This is 
not counting the cost of the three-tier administrative 
machinery that will administer the scheme. 

But raising funds is only one part of the problem. 
Implementation is the other. *Given the quality of 
our administration, feather bedding—maintaining fake 
registers of employees—is a real possibility," says 
Gokarn. Such cases have been reported under the 
Maharashtra Employment Guarantee Scheme—a state- 
level job guarantee scheme. Moreover, it is easier to im- 
plement such schemes in areas where Projects are al- 
ready underway, than in areas where projects will 
have to be implemented from scratch. So, the better-off 
states are likely to gain more than their poorer cousins. 

But the biggest question is whether a guaranteed 
employment scheme can actually be a sound strategy 
for mass-scale employment generation. “It can only act 
as a rural safety net in times of emergencies, and 
can never be a substitute for regular employment,” says 
Gokarn. Real employment is generated only when the 
corporate sector starts recruiting more workers for its 
factories. That will happen only when labour re- 
forms—a euphemism for hire and fire policies—are 
undertaken. The example of the services sector is 
there for all to see: flexible labour policies have led to 
the creation of millions of jobs there, and trans- 
formed India into the back-office of the world. The 
prescription for tackling unemployment in the coun- 
try, therefore, should include more market-driven 
policies rather than grandiose schemes that can, po- 
tentially, create more problems than they solve. 

ASHISH GUPTA 
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YOU NEED TO SOCIAL- 
IZE YOUR IDEA 

WITH THE REST OF 
THE DEPARTMENT. 





IT' ONE STEP BELOUJ 
BUY-IN. IT’S MORE 


LIKE DIALOGING 
FOR FEEDBACK. 


JUST RUN IT UP 
A FLAGPOLE AND 


SEE WHO SALUTES. 


MAYBE... BUT IS 
THAT GOING TO 
INOCULATE THE 
STAKEHOLDERS? 


SOCIALIZE? IS 


THAT THE SAME AS 
GETTING BUY-IN? 


UAIT...I THOUGHT 


THAT BUILDING A 
CONSENSUS WAS 
ONE STEP BELOW 


WOULDN'T IT BE 
BETTER TO DOA 
TEMPERATURE 
CHECK USING A 
STRAW MAN? 
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A Heavy 
Metal Scare 


N JULY 14, 2005, HEALTH CANADA, 
the health regulatory agency of 
Canada, issued a warning to con- 
sumers not to use certain ayurvedic 
medicinal products on health safety 
grounds. The provocation: a batch of 
Himalaya Drug Company's Karela 
Capsule, among other drugs made 
by different companies, which allegedly 
breached the permissible lead con- 
tent of 5 ppm (parts per million). Health 
Canada also published “a list of un- 
approved ayurvedic medicinal prod- 
ucts... found to contain high levels of 
lead, mercury and/or arsenic.” Big 
ayurvedic players like Dabur, Hamdard 
and Zandu Pharmaceuticals were 
named on the list. 

Conspiracy theories started circu- 
lating when IIT, Chennai, and Rigaku, a 
Woodland, Texas-based lab, which 
carried out tests on the same batch of 
Karela Capsule samples, found lead 
content of less than 2 ppm, well within 
permissible limits. ^We are happy that 
the govemment has taken up the issue 
with the Canadian government," says 
S.K. Mitra, Executive Director (Research 
& Technical Services), Himalaya Drug. 

On August 15, 2005, 

Britain issued a similar ad- © 

visory against ayurvedic 
products. These can seri- 
ously impact the prospects 
of Indian companies, 
which have carved a 
niche for themselves in 
the global market for al- 
ternative medicines. 

Is this a genuine 
health scare? Or is it 
just a one-off incident 
that's been blown out PS 
of proportion? The jury 
is still out on that. e 

E. KUMAR SHARMA MISSE 
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lating when IIT, Chennai, and Rigaku, a 
Woodland, Texas-based lab, which 
carried out tests on the same batch of 
Karela Capsule samples, found lead 
content of less than 2 ppm, well within 
permissible limits. ^We are happy that 
the govemment has taken up the issue 
with the Canadian government," says 
S.K. Mitra, Executive Director (Research 
& Technical Services), Himalaya Drug. 

On August 15, 2005, 

Britain issued a similar ad- © 

visory against ayurvedic 
products. These can seri- 
ously impact the prospects 
of Indian companies, 
which have carved a 
niche for themselves in 
the global market for al- 
ternative medicines. 

Is this a genuine 
health scare? Or is it 
just a one-off incident 
that's been blown out PS 
of proportion? The jury 
is still out on that. e 

E. KUMAR SHARMA MISSE 
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Ayurvedic potions: 
Threat to Big Pharma? 
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A call to corporate captains by Asia-Pacific Institute of Management (AIM) 


ONLY THE BEST 
CAN REACH THE TOP OF EVEREST 


COSMIC CAREER CONNECTIONS 


AIM's External Linkage Centre enjoys: e 100% 
placement track-record since inception for last 
decade « Excellent alumni network è Strong bonds 
in the corporate world « A unique 3-| Concept for 
excellent industry interface for promoting careers « 
Placing alumni with top corporate entities 
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Because of their excellént grounding 


LIKE ALUMNI OF 
AIM'S LEARNING COSMOS 


NOW RISING HIGH WITH CORPORATE LEADERS LIKE 


e Airtel e Dabur e Grasim Cement e GE Capital e HCL Infosys « HLL « ICICI Bank 


e Kotak Mahindra e LG Electronics + Nestle e Ranbaxy... and many more 


BECAUSE OF AIM'S 


COSMIC STATUS 


* A premier business school of A+ category’ 
e Among the super league of top-25 business 
schools in India « 6th rank" in “Intellectual Capital" 
e 24th rank in "Placement" e 15th rank in 
“Infrastructure” 

*[As per AIMA-Business Standard Survey] 


Admission Notification 


COSMIC PROFILE 

Intelligent infrastructure integrating: e Highly 
accomplished faculty « Innovative & integrated 
pedalogy « Hi-tech lecture theatres e Wireless LAN 
e Digital library & psychometric lab « Auditorium & 
conference halls e Cafeteria & open amphitheatre 
e Gymnasium « Separate hostels for boys & girls 


í Applications are invited from students appearing in CAT 2005 


IMPORTANT AIM'S DATES 


*Issue of forms from: 25th July 2005. + Last date for submission o f form: 30th December 2005 


* GD & PI starts from: 6th February 2006 
IMPORTANT CAT DATES 


*Issue of forms from: 18th July 2005. + Last date of submission of form: 9th September 2005 


+ Date of CAT test: 20th November 2005 


PG Diploma in Business Management 
(Approved by AICTE, XI Batch 2006-2008) 


CAT applicants opting for AIM should buy AIM Prospectus of 


payment of Rs. 1000/- by cash or Rs. 1050/- by bank draft in favour 


of “Asia Pacific Institute of Management" payable at New Delhi. 
Note: Our institute uses CAT for short-listing the candidates for our two 


years full time programme in management. IIMs have no role either in the 


selection process or in the conduct of the programme. 


For admission details, contact our Admission Coordinator at 


Asia-Pacific Institute of Management 


3 & 4, Institutional Area, Jasola (Sarita Vihar), New Delhi 110 025 
Ph: 011-55805532-35, 93509 06154/9350906065, Fax: 011-26951541 
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UCO Mortgage Loan promises you more 


Mortgage 


HIGHER — D[mES* GREATER 


LOAN LIMIT BENEFITS 


Loans as high as Rs. 50 lacs. A chance to use your Overdraft facility available. 
Loan amount as high as 6096 property to your advantage Repayment in up to 84 EMIs. 
of the value of the property. when you are in need. 


LOWER 
INTEREST RATES 


Lower rate of interest in case 
of floating rate option. 


For details contact your nearest branch of UCO Bank 


EGJ aim (9) UCO BANK 


(A Govt. of India Undertaking) 


Honours Your Trust 
www.ucobank.com 
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Boomtime vignettes: From top and from left to right Boy-wonder Sabeer Bhatia; the man who saw ahead in January 1996, Rediff.com's 
Ajit Balakrishnan; the teeming crowds at India Internet World 1998: Jupiter's netguru Gene de Rose; we'll-produce-butterflies VCs Raj Kondur 
and Ashish Dhawan; jobsite entrepreneur Puneet Dalmia: the Indya team in happier days; IIW 98 again; and Yahoo Shammi Kapoor 


E05 IO YEARS AFTER [3 


Years 
* 1995-2005 


After 












O YOU REMEMBER WHERE YOU WERE AND WHAT YOU WERE DOING 
on August 9, 1995? Not vague generalities such as “I think I was 
in London" or *I must have been at work" but specific 
locations and happenings? Ten years is a long time, but this 
writer remembers where he was (at work, in a newspaper's HQ 
in Chennai) all day and what he did in the evening: chatted briefly with a 
friend who called to say Tbe Grateful Dead's Jerry Garcia had finally passed 
on—fare ye well, Jer—and then listened and re-listened to Birdsong, a GD 
classic. August 9, 1995, was also the day the Netscape PO opened, and sold 
out, but here in India, the following day's newspapers paid just about as 
much attention to it as they did to Garcia's passing, which wasn't much. 
In an article in Wired (print may pay my bills, but it is so limited; had 
this been a blog, Constant Reader, a link would have taken you straight to 
the piece) Kevin Kelly, whose new designation at the magazine is Senior 
Maverick (if you do not know the man go ahead and Google his name; and 
please excuse the profusion of parentheses; they're the closest I can get to 
links), writes that “The Netscape IPO wasn't really about dot-commerce." 
“At its heart was a new cultural force based on mass collaboration, blogs, 
Wikipedia, open source, peer-to-peer—behold the power of the people." 
In many ways, 1995 marked the beginning of the internet age: Yahoo 
was incorporated in March of the year; Amazon went live in July; 
Netscape's IPO debuted in August; and in December, AltaVista launched 
its services with 16 million indexed pages (something that immediately mad 
it the web's largest search engine in those days). 
VSNL, then still state-owned, did launch a 14.4 KBrs dial-up internet 
access service that year, and early users—in Mumbai, for some reason, it 
was actor Shammi Kapoor, who was the only one, between Jonathan Swift 
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and Jerry Yang and David Filo, to 
be associated with the term Yahoo! 
(he had yelled it out, repeatedly, 
in a motion picture he starred in 
back in the 1960s or 1970s and it 
had caught on)—spoke at free sem- 
inars to spread the message about 
the wondrous www, but the internet 
age did not really dawn in India 
till December 1997. 

That month, a Bangalore-boy 
named Sabeer Bhatia, who had 
made the Valley his home, sold 
his free e-mail service Hotmail to 
Microsoft for $400 million (Rs 
1,760 crore). Bhatia and this writer 


write so feelingly about boom and 
bust). 

In Delhi, Ashish Dhawan and 
Raj Kondur, both young veterans 
from Us investment banks, founded 
a venture capital firm Chrysalis and 
worked out of the city's Oberoi 
Hotel; the two of them and 
entrepreneurs with dollar-dreams 
in their eyes and portable comput- 
ers in their hands became fixtures at 
the hotel's coffee shop. 

In Bangalore, spurned by Yahoo- 
wannabe Rediff (he wanted to buy 
it out), Raj Koneru launched 
Indiainfo, another Yahoo-wannabe. 


AX - wp 


com boom. 

Circa August 2005, India has 
around 40 million internet users , 
largely resident in urban areas. The 
personal computer isn't really per- 
sonal in India with most people 
being able to access one only in 
Cyber cafes or at work. And, at last 
count, the country had less than 
half a million broadband connec- 
tions (up from less than a 10th of a 
million six months back; and broad- 
band itself is what consultants would 
like to term a game-changer as far as 
the penetration and the use of the 
internet in India goes). 
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were batch mates for two years 
at one of India’s best-known en- 
gineering schools before the for- 
mer transferred out, but hey, 10 
years on, I get to write about the 
internet age and he gets to keep 
the remnants of $400 million, so I 
guess life is fair. 

If 1998's India Internet World, 
a jamboree featuring venture cap- 
italists, dotcom entrepreneurs, and 
awe-struck bystanders who desper- 
ately wanted to be part of it all 
wasn't the actual point of inflec- 
tion, then it was a pretty good mir- 
ror of what was happening. Bhatia 
was there, as were several other 
worthies, including Gene de Rose, a 
striking looking man with a goatee 
and a shaven pate, who had wanted 
to be a writer, actually tended bar to 
keep body and soul together, and 
ended up heading one of the 
world's most respected internet re- 
search firms (Jupiter). 

The next three years were like 
an extended Jay-Gatsby-style party 
(resort to Google and you'll find 
out how Scott Fitzgerald was able to 
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And in Bombay, Rajesh Jain was 
building on a family of content- 
rich sites that he would eventually 
sell to Sify in November 1999 for a 
staggering Rs 500 crore. The magic 
bus was rolling and everyone 
wanted to be on it. 

Then, reality, in the form of 
low PC penetration, even lower inte- 
rnet penetration, and the fact that 
being a dotcom didn't excuse an 
enterprise from having a sound, 
revenue-based business plan, struck 
back. Several thousand Indian dot- 
coms died in 2001 and 2002. 

By then, the net had changed 
everything. Today, the benefits of 
the internet are so widespread that 
they are often taken for granted. 
Most Indian companies boast digi- 
tal supply chains that enhance effi- 
ciency and reduce costs. The tele- 
com boom has been engendered, 
in part, by networks that are iP (in- 
ternet protocol) enabled. And the 
resurgence of interest in India as a 
destination for venture capital and 
private equity funds can be traced 
back to the glory years of the dot- 


If there's reason for hope, it is 
that India is expected to have 200 
million mobile telephony sub- 
scribers by 2008, if not 2007. If 
there's reason for hope, it is that 
internet-on-cable looks set to 
become a widely-available and 
cost-effective alternative to every 
other form of internet access. And 
if there's reason for hope, it is 
that things happen in India shortly 
after they do in China, and the 
successful us-listing of Chinese 
search firm Baidu and the acqui- 
sition of the country's e- 
marketplace Alibaba.com by 
Yahoo presage a better future for 
the net in India. 

Do you remember what you 
were doing on August 9, 2005? 
Well, this writer was listening to a 
podcast of a August 10, 1995, mem- 
orial service to Garcia, loaded on to 
his iPod by a colleague, a podcast 
fiend, who seems to have enough 
time on his hands for such things. 
Must google to find out what that 
French saying is about how the 
more things change... 
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Let the music move with you. Introducing the W800i Walkman “ Phone - a mobile that lets you 
favourite tunes anywhere. Access them instantly Create Playlists. Or search by Artist. With its 
function for incoming calls, you'll never have to choose between rockin’... or talkin’! The new W800i Walkman 
Phone. Music has never been more mobile 
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125 songs!" extemal noise for to your eyes. anyway you choose 
excellent sound quality 
: ut tun into your life with FUN. 
Music capacity based on 4 minutes per song and 128 Kbps AAC encoding cool screensavers, ri ws. | downloads 





The Walkman™ logo and symbol are registered as trademarks of Sony Corporation wallpapers and Games 





For further information LEALL NOW (Add your city STD code when dialing from a GSM/CDMA connection) or visit: www SonyErics 
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Ten years into the internet age, a brief history of 


the dotcoms that have weathered the crisis and 
emerged stronger for it. 





Kicking The Tyres 


Founded: 2001 


Investors: Promoters include Mahindra & Mahindra, 
HDFC, and Sah & Sanghi 


Initial Business Model: Online customer 
acquisition; offline gratification 


Current Business Model: Ditto 
Revenues: Rs 125 crore (2004-05) 
Net Profit: Break-even level 


Ts IS ONE COMPANY THAT HAD IT FIGURED OUT 
from the start if CEO Vinay Sanghi is to be 
believed. “We started to roll out our outlets soon 
after the website was set up," he says. 
Automartindia, in which auto major M&M has a 72 
per cent stake, was created to service the used car 
market in the country and today boasts 65 outlets 
across India. It refurbishes used cars and sells them 
(with warranties); some 7,000 (serious) customers 
trawl the site every month. “The idea was to create 
an online community for used car buyers and 
sellers which we've done but there was never any 
doubt that the fulfillment had to be offline," says 
Sanghi matter of factly. 

PRIYA SRINIVASAN 








Single, But Looking 
BharatMatrimony.com 


Founded: 1997 as sysindia.com in the US; 2000 in India 
as bharatmatrimony.com 


Investors: 100 per cent owned by the promoter 
Janakiraman Murugavel 


Initial Business Model: A portal for Indians all over the 
world 


Current Business Model: A match-making site with 7.5 
million members, presence in 24 countries, and a US- 
based magazine called Desi Match 


Revenues: Rs 45 crore 
Net Profit: Not disclosed (gross profit: Rs 4.5-6.75 crore) 


| F J. MURUGAVEL HAD HAD HIS WAY BACK IN 1997, 
sysindia.com would have become a community site 
for non-resident Indians in the us. However, when he 
realised that the most visited segment of the site was its 
matrimonial listings, he quickly moved back to India and 
founded BharatMatrimony. “The Indian community in 
the us is relatively small," he says. “The potential here 
is much larger." Apart from serving as a simple online 
listing, the site also leverages the power of the net to al- 
low prospective matches to interact. And its revenues 
come from a service charge for hosting listings. 
VENKATESHA BABU 





UMESH GOSWAMI SHOME BASI 


A As easy as ABC: (From L to R) Automartindia's Vinay Sanghi, BharatMatrimony's Janakiraman Murugavel and 
Contests2win's Alok Kejriwal 





risit INDIAN IDOL, THE TELEVISION TALENT SHOW 
where viewers voted to pick a winner from the talent on 
display? Well, the deluge of sMses (some viewers voted 
through messages on their mobile phones) was handled and 
Founded: 1998 processed by Mobile2win, the mobile content company pro- 

moted by Contests2win. Actually Indian Idol was different 
Investors: ICICI Venture, eVentures. In mobile content because Contests2win usually designs the promotions that 


Pure Play 


Contests2win.com 


company Mobile2Win, the investors are Softbank evoke a response from the consumer, something founder 
China and Siemens Mobile Acceleration Fund Alok Kejriwal realised the company needed to do when he 
Initial Business Model: Hosting online contests first approached fast moving consumer! goods major 


Hindustan Lever Limited with a proposal to host its contests. 
: t We make soap, not contests, was the response. "That's 
interaction through internet, mobile and fixed e take Soap, not contests, was the response. oe 
à when I realised I needed to create the contests and not just 
line telephones » E. 

~-~ - host them,” says Kejriwal whose company is now designing 
Revenues: $2.5 million (Rs 11.25 crore) in 2004-05 “adver-gaming” for companies in India, China and Oman. 


Current Business Model: Facilitating brand 


(expects to close 2005-06 with $5 million, Rs 22 *A key milestone was the dotcom meltdown, w hich made 
crore) us realise that we just have to make money; we broke 
Net Profit: $0.7 million (Rs 3.15 crore) in 2004-05 even that year (2001)." It might have been baptism by 
(expects to close 2005-06 with $1 million, fire, but it's a lesson Kejriwal won't forget in a hurry. 

Rs 4.4 crore) PRIYA SRINIVASAN 


THE BUILDING BLOCKS 


Whatever happened to all those hosting and site-building firms? 


HE DOTCOM BOOM SPAWNED A HOST OF COMPANIES OFFERING SERVICES SUCH AS DOMAIN REGISTRATION, WEBSITE Of SIGN, MAINTENANCE AND HOSTIN 

Players like Planetasia (one of the earliest: it began operations in 1997) and Netpilgrim were two such. However, such serv- 

ices turned commodities rapidly. Domain registration and hosting became the monopoly of the cheapest service provider 
Everyone, it emerged, could build a website. Some companies like Netpilgrim could not weather the storm and shut down oper 
ations. Planetasia managed to completely overhaul its business model and is a pale shadow (it has morphed into a Services so 
lutions provider or just another code factory) of what it promised to be 
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poreon T MD & CEO ANUP BAGCHI SEES THE UNIVERSE AS 
one big grid. *We have about 256 grids to fill," he says. “It’s all about 
permutations and combinations while servicing customers with five or 
six products across four or five geographies.” The company’s products 
include equity, derivatives, fixed income products like RBI bonds, 
postal savings schemes, general and life insurance, and mutual funds. 
With 350 customer sub-segments, 700,000 customers and 180,000 
orders processed every day, Bagchi claims icicidirect is India's largest 
online broking and financial products company. All customers also have 
the option of simply picking up the phone to transact too. As for the 
offline network—a no brainer, really—it's the icici Bank one. Now, 





A The Is have it: (From L) ICICIdirect's Anup Bagchi, Indiabulls’ Sameer Gehlaut and Indiacar's Ashwin Sanghi 


Word Of Mouse 
lCiCidirect.com 


Founded: 2000 


Investors: Incubated by ICICI Ltd 
(now ICICI Bank) 


Initial Business Model: Net-based brokerage 
Current Business Model: Ditto 


that's a business synergy if ever there was one. 


Dot And More 
"^ indiabulls.com. 


Founded: 1999 


Investors: Infinity, Transatlantic, L.N. Mittal 
Ventures; went for an IPO in September 2004; 
Sold a 33-per cent stake in Indiabulls Financial 
Services to Farallon 


Initial Business Model: Online brokerage 


Current Business Model: Online and offline broker- 
age, real estate, secured and unsecured lending 


Revenues: Rs 169.4 crore (2004-05) 
Net Profit: Rs 56.7 crore 


Gone In 60 Seconds 
^ Indiacar.com 


Founded: 1999 
Investors: M.K. Sanghi Group, Kotak Mahindra Bank 


Initial Business Model: Aggregator of information 
on cars available in the market 


Current Business Model: An intermediary between 
the auto dealer and customer 


Revenues: Rs 7.13 crore (2004-05) 
Net Profit: Rs 2.88 crore 


Revenues: Not disclosed 
PRIYA SRINIVASAN — Net Profit: Not disclosed 


AS (NOTE THE TENSE) INDIABULLS A DOTCOM COMPANY? YES, 
because, when it was launched in 1999, it was positioned 

as a personal finance portal and an e-broking company. The fo- 
cus was on content and eyeballs, it was funded by new economy 
VCs such as Infinity and L.N. Mittal Ventures, and it was 
founded by three young irrians—Sameer Gehlaut, Rajiv Rattan 
and Saurabh Mittal—just like several other dotcoms of the 
time. Indiabulls had developed an e-trading platform and 
boasted that technology was its edge. Circa 2005, the company 
has transformed itself into a brick and mortar entity, harps on its 
branches (over 100), and has diversified into other businesses like 
real estate (it picked up two mills in Mumbai for a combined 
value of Rs 710 crore). Today, almost half its broking rev- 
enues originate online, but no one is likely to call it a dotcom. 
SAHAD P.V. 


W: THOUGHT OF OURSELVES AS A PURELY ONLINE AGGREGATOR 
of information," grins Indiacar CEO Ashwin Sanghi, as if 
the very notion is laughable. Today, the company is an in- 
termediary with.a far more lucid business model. Indiacar 
provides customers with information on all cars available in 
the market, aggregates demand and taps preferred dealers 
for substantial discounts. In some cases, claims Sanghi, 
the discount could be as high as 50 per cent. If the customer 
wishes to finance the car, Indiacar takes care of that too. 
That's a true intermediary. 

PRIYA SRINIVASAN 
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Videocon - emerging 
as a global player in the 
world of colour televisions 
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Multinational 


With the completion of acquisition of Thomson's 
colour picture tubes business in France Italy 
Poland, Mexico and China, Videocon will have 
access to state-of-the-art manufacturing and R & D 
facilities across the world 


This means global scale and efficiency and world 
class products, which will catapult the company 
towards global leadership in colour television 
display device business 
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A Indigenous clicks: (From L) Indiagames' Vishal Gondal, Indiamarkets' Rohan Ajila and IRCTC's M.N. Chopra 
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ED HERRING MAGAZINE (YES, IT IS STILL AROUND) MAY HAVE N E L h 
Re, included Indiagames in its Asia 100 listing of the top pri- oO ree unc 
vate technology companies in the country, but CEO Vishal Gondal Indiagames.com 
can attribute it all to the fact that his company is no longer a dot- 
com. In early 2001, he closed down the portal that offered free Founded: 1999 
games and hoped to make money from advertising. Around the 
same time, he decided to work with leading studios and handset : d 

vni ires a sold to Tomonline of China in 2004. Most 
makers to develop games for mobile phones (think Spiderman). recent investors are Cisco and Macromedia 
"We really started to see growth in the second half of 2003," says " 
Gondal. “That was when mobile gaming took off internationally." ^ Initia! Business Model: Online games site with 
Today, more than 50 per cent of Indiagames’ revenues come from — an advertising-based revenue model 
the Pri casi And wer content firm ERA Current Business Model: Games developer 
acquisition of a 62 per cent stake in it (at a company valuation o . ps 
$22 million or Rs 96.8 crore) has given Indiagames the key to the ie -> — (Rs 13.5-22.5 crore) 
most happening mobile telephone market in the world. as of January 

PRIYA SRINIVASAN Net Profit: Upwards of $1.5 million (Rs 6.75 crore) 


Investors: Infinity, IL&FS. A majority stake was 


a 
Smart Buying Wes SUPPLY CHAINS, POOR PRICING MECHANISMS, AND LACK OF ACCURATE 


information for buyers and sellers sounds like just the setting for an 


Indiamarkets.com online platform that can cut the flab and bring in greater efficiences. It was 
Founded: 2000 with this idea that Rohan Ajila started one of the country's earliest B28 mar- 

- ketplaces. *We realised that industrial buying was not standardised, cata- 
Investors: Warburg Pincus and logue or off-the-shelf,” says Ajila. “It requires a lot of customisation and 
Intel Capital knowledge of each industry.” While other B28 marketplaces and exchanges 
Initial Business Model: B2B market- have gone belly up, Ajila claims his company’s vendor list of 100,000 gives 
place it an edge (he also says Indiamarkets is breaking even). “It is hard for oth- 
Current Business Model: ers to replicate our validated vendor base,” he says. However, it may 


e-procurement service provider actually be Indiamarkets relationships with customers such as Britannia and 
Marico (it has become an integral part of their established purchase 
Revenues: Not disclosed process) that has helped its cause. 


Net Profit: Not disclosed VENKATESHA BABU 


On | ine, On-track H AD INDIAN RAILWAYS CATERING AND TOURIST CORPORATION BEEN 


just another dotcom, it would have advertised the magnitude of 


IRCTC.co.in its business in terms of billings. However, being part of the gov- 

ernment-owned Indian Railways, it neither advertises, nor believes 
Founded: 2001 in billing-based calculations. For the record, IRCTC charges users 
Investors: Part of Indian Railways between Rs 40 and Rs 60 for tickets booked online and its revenues 


Initial Model: Online ticket bookin of Rs 10 crore come from this (in billing terms, the ticket value 
me Business eo ticket booking would be around Rs 225 crore, which would make IRCTC India’s 
(in Delhi online) : ; 3 : ne. 
—— biggest dotcom). Online bookings (IRCTC's charges include delivering 
Current Business Model: Online ticket booking tickets at the desired location within the country; overseas customers 
(across 160 cities including overseas ones); have to make do with paperless tickets), says M.N. Chopra, 


mobile-telephone based ticket booking Managing Director, IRCTC, have taken off largely on the strength of 
Revenues: Rs 10 crore (2004-05) word-of-mouth publicity. Today, iRCTC issues some 7,000 tickets 
Net Profit: Rs 90 lakh a day; that's a start. 


SUPRIYA SHRINATE 
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A The i-list and the i-paper: (From L) Indiaproperties' Naresh Malkani and Indiatimes' Mahendra Swarup 


N AN INTERVIEW THAT AWAITS PUBLICATION ON THE SITE, INDIAPROPERTIES a 
gis Naresh Malkani makes the point that when “our original business Online Home 
plan was drawn up during 1996, there was no such thing as an ‘internet Indiaproperties.com 
business’. Internet was merely a tool. It was ‘listing of properties’ that was 
and even today continues to be our business”. True to that claim, the Founded: 2000 
site features thousands of listings in almost 200 cities across the coun- Investors: Passion Fund (angel 
try and over 124,000 unique visitors from some 70 countries visit the investor), Star TV 
site every month to search for properties to rent or buy. The listings- : — 
based business model has served the company well. Right through the Initial Business Model: Listing of 
dotcom boom, one famous prognosis (there was actually one for each Properties 
sector) was that the real estate portal would be the death of inter- Current Business Model: Aggregator of 
mediaries like the broker. That has not happened and Malkani is un- information on the real estate market, 
likely to be surprised by that as he has always maintained that the list- — but primarily still a listing site 
ings model *does not dispense with intermediaries like brokers; Revenues: Not disclosed 
on the contrary these listings (which are mostly provided by brokers - 
and builders) are their way of disseminating information”. Net Profit: Not disclosed 

PRIYA SRINIVASAN 


The Young Lady Of BSZ Marg 
E Indiatimes.com 


Founded: 1999 Nor TERE IN THE WORLD DOES A PUBLISHING COMPANY DIRECTLY SELL WHITE 

goods, hawk air tickets, or auction hotel rooms. Bennett, Coleman & Co. 
Ltd (BCct) does, albeit through a new economy avatar, Indiatimes.com. 
The publisher of the world's most read English newspaper is also one of India's 
largest e-tailers and sells a variety of goods and services from air condition- 
m ers to fridges, mobile phones to air tickets, digital cameras to DVDs, and movie 
company for $36 million (Rs 158.4 tickets to mobile ring tones. “We are the most diversified internet company 
crore) in 2005 in the world,” says Mahendra Swarup, CEO, Times Internet, who, the buzz in 
Initial Business Model: Pure content India Inc. goes, is among the highest paid execs in the country. The man is 
company with multiple channels right: what began as an interactive division of a media company has become 


Investors: Promoted by BCCL, 
publishers of The Times of India; 
WestBridge and Sequoia picked 
up a 15 per cent stake in the 


on news, astrology, education, a dotcom with a business model that could be described as Yahoo plus 
movies and the like Amazon plus eBay plus whatever else. 

Current Business Model: Content- With the internet advertising model not going anywhere, Indiatimes tweaked 
driven advertising, commerce, its business model in 2001-02, and entered the e-commerce domain. Now it’s not 


auctions, ticketing & travel, hotel Just a web company, but a mobile technology (its 8888 service is arguably the most 
booking, events, and mobile value- Popular mobile content one in the country) and a knowledge events one (it or- 
added services ganises seminars addressed by gurus such as Philip Kotler and Edward de Bono) 
to boot. The WestBridge and Sequoia deal values the company at $240 million 
Revenues: Rs 100 crore (Rs 1,056 crore). That’s a bit for a dotcom. 

Net Profit: Not disclosed SAHAD P.V. 
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A Just money? Nah: (From L) JobsAhead's Puneet Dalmia, MakeMyTrip's D. Kalra and Naukri's Sanjeev Bikhchandani 


The Other One 


JobsAhead.com 


Founded: 1999 


Investors: Chrysalis (now ChrysCapital) 
and Infinity 


Initial Business Model: A youth portal 
with focus on eyeballs and ad revenues 


Current Business Model: A jobs site 
Revenues: Rs 15 crore (2003-04) 
Net Profit: Rs 6 crore 


E-tripper 
MakeMyTrip.com 
Founded: April 2000 


Investors: In May 2005 Softbank 
invested $10 million (Rs 44 crore) 
Initial Business Model: Inbound, 
outbound, domestic travel agency 
Current Business Model: Largely 
inbound travel agency 

Revenues: Rs 12 crore (2004-05) 
commission revenue 

Net Profit: Rs 1.25 crore 


joe WAS ONE OF THE FOUR CHANNELS OF A YOUTH PORTAL, 
Zipahead.com. When the founders realised that 80 per cent of the traf- 
fic was going to the jobs channel, they decided to focus just on jobs. Says 
Puneet Dalmia, co-founder of JobsAhead, “I am glad that we did it; I 
don't think we would have survived otherwise." In May 2004, global e- 
recruiting giant Monster.com acquired JobsAhead for Rs 40 crore. 
JobsAhead is a success story for two reasons: First, from a burn rate of 
Rs 80 lakh a month and zero revenues in the first two years, it managed 
to rejig its business model and was returning a profit of Rs 50 lakh on rev- 
enues of Rs 1.25 crore a month last year. Second, after Monster bought 
out the company, its investors (ChrysCap had invested Rs 10 crore for 
a 40 per cent stake) and the employees did make money. Still, this was 
only a fraction of the Rs 300 crore tag a vc put on JobsAhead once. 
SAHAD P.V. 


qoe IT CAN BE SAID WITH THE BENEFIT OF HINDSIGHT, WAS ONE OF 
those things that was bound to succeed as an internet business. In 
2000, convinced that he could make an India-based travel agency click 
on the net, Deep Kalra abandoned his upwardly mobile career at GE and 
founded MakeMyTrip.com. “As opposed to a traditional model where 
the customer has to depend on the ability and motivation of the travel 
agent, an online model like this one immediately shifts the control 
away from the travel agent to the customer,” says Kalra. Still, it hasn't 
always been smooth sailing for Kalra; he realised, soon after MakeMyTrip 
started operations, that the Indian outbound and domestic markets 
were not really net-ready. He shifted focus to inbound tourism that today 
accounts for 90 per cent of the revenues. The man is convinced that out- 
bound and domestic tourism will take off too and plans to use some of 
the money he raised from Softbank to grow these segments. 

SUPRIYA SHRINATE 


Home-grown Monster Cuv BIKHCHANDANI, 42, WILL BE REMEMBERED IN 


Naukri.com 
Founded: 1997 


India's dotcom history as the man who built the 
country's first profitable dotcom. Naukri registered rev- 
enues of Rs 2.5 lakh in the first year, which grew to Rs 20 
lakh in the second year. “That’s when we knew that we 


Investors: Boot-strapped for the first three years; in April had a business,” he recalls. Bikhchandani is the odd 
2000, ICICI Venture invested Rs 7.3 crore fora 15 per man among Indian dotcommers: he runs the business con- 


cent stake 
Initial Business Model: Job listings 


servatively and has avoided burning money on flashy 
offices, high salaries, or expensive campaigns. The result: 
Naukri.com is arguably India’s largest e-recruitment por- 


Current Business Model: Products like listing, response — tal with 3.5 million registered users and 15,000 corporate 
management and a resume database at several price clients. And Bikhchandani is eyeing Rs 100 crore in rev- 


points ranging from Rs 500 to Rs 30 lakh 
Revenues: Rs 45 crore (2004-05) 
Net Profit: Rs 8.4 crore 


enues and Rs 20 crore in profits this year. 
SAHAD P.V. 





A Of right stuff and soul mates: (From L) Rediff's Ajit Balakrishnan and Shaadi's Anupam Mittal 


Online Medium? 


Rediff.com 


Founded: 1995 


Investors: Draper International, Warburg Pincus, Fils 
and retail investors; Listed on NASDAQ 


Initial Business Model: Horizontal portal 


Current Business Model: Horizontal portal, subscription 
based e-mail, mobile and e-commerce. Newspaper in the 
US targeting Indian community (/ndia Abroad) 


Revenues: $12.6 million (Rs 56.7 crore in 2004-05) 
Net Loss: $1.4 million (Rs 6.3 crore in 2004-05) 


HEN REDIFF STARTED OPERATIONS IN INDIA, IT 
boasted a business model that was part Yahoo 
(horizontal portal) and part Salon (high quality jour- 
nalism). The site still continues to surprise regulars 
with Salon-like stories (although less frequently than 
it used to) but it has, to paraphrase an analyst's recent 
assessment of Yahoo's turnaround that has made it all 
things to all people, become a bit of a tart. Advertising 
is no longer the company's sole source of revenue; it 
offers a range of services. Think value-added e-mail 
services. Think mobile e-mail alerts (*You've Got 
Mail" beeps on your phone). Think instant messag- 
ing. And better believe it, a print vehicle in the US tar- 
geting the Indian community. Then there’s e-com- 
merce. As you can see, patient reader, the point 
about the analyst was well made. Still, Rediff remains, 
arguably, the strongest Indian brand online. Someday, 
this writer hopes, it will revert to its Salon heritage. 

And make money from it. 
PRIYA SRINIVASAN 


Five Million Matches 


Shaadi.com 


Founded: 1997 (Shaadi is part of People Interactive, 
which runs other verticals as well) 


Investors: Promoted by Anupam Mittal and family 
initial Business Model: Matrimonial site 


Current Business Model: Matrimonial site with physical 
network of ‘matrimonial centres’ 


Revenues: $10 million (Rs 44 crore, 2005-06, for parent) 


Net Profit: Broke even in FY2005, expects 30 per cent net 
margins from 2005-06 onwards 


HEN ANUPAM MITTAL, AN MBA FROM BOSTON 
College, founded a web development company 
under the name People Interactive to develop and 
host dotcoms, “the idea was eventually to have our own 
web properties and promote them”. Then, he met 
some marriage brokers, got talking to them, and got 
lucky with his first web property, Shaadi.com. 1 oday, 
the site boasts five million members, People Interactive 
has jettisoned its web development business, and Mittal 
has moved offline with Shaadi Points, branded match 
making centres, targeted at, as he explains, “parents of 
people looking for life partners since in India parents 
ate still very much involved in the process and most 
of them do not operate the net”. The company has 
50 such points of presence across the country and ex- 
pects to have at least 500 in place soon. People 
Interactive’s other forays include Fropper.com, a net- 
working site and Astrolife.com, which is still work in 

progress. Who says dotcoms are dead? 
PRIYA SRINIVASAN 
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A Ssstill there: (From L) Sify's Zacharias, Sulekha's Prabhakar and Sharekhan's Arora (front) and CEO Tarun Shah 


India's AOL 


Sify.com 
Founded: 1998 


Investors: Promoted by Satyam. Raised $80 million in 
1999 and $140 million in 2000. Listed on NASDAQ 


Initial Business Model: ISP, portal, B2B and B2C com- 
merce, eLearning , corporate services, cybercafes 


Current Business Model: ISP (corporate services largely, and 
hosting and internet telephony), cyber cafes, and portal 


Revenues: Rs 360 crore (2004-05) 
Net Loss: Rs 30 crore 


A I ITS PRIME, THE N ASDAQ-LISTED SIFY WAS VALUED AT 
$10 billion (Rs 44,000 crore). The company was 
India's AOL and Yahoo rolled into one. The retail 
ISP business, however, became a commodity-play, 
B2B and B2C commerce never really took off in India, 
and in 2001, Sify recorded losses of Rs 130 crore. 
"We realised that we spread overselves too thin, but 
back in 1998-2000, anything seemed possible," says 
George Zacharias, President and coo, Sify. *We re- 
oriented ourselves quickly." That re-orientation is 
along three dimensions: corporate services from 
which it derives nearly 50 per cent revenues, cyber 
cafes (25 per cent of revenues from some 2,800 cyber 
cafes), and dial-up access and other services (rest). This 
decade, some analysts reckon, could well be Sify's. 
VENKATESHA BABU 


Good Writing 


Sulekha.com 
Founded: 1998 
Investors: Angel investors (Rs 18 crore) 
Initial Business Model: Mailing list for alumni of IIM, Calcutta 


Current Business Model: Encourages people to write. Site 
earns income through sale and syndication of content. Also 
earns money through transaction services, such as online 
ticketing for organisations and companies, and classifieds. 


Revenues: $5.85 million (Rs 25.7 crore) 
Net Profit: 20 per cent margins (Rs 5 crore, BT estimates) 


T3 IE IDEA OF SULEKHA ORIGINATED FROM AN E-MAIL LIST, 
unpretentiously named Dakghar (post office in 
Hindi) that connected the alumni of the Indian Institute 
of Management, Calcutta. The list used to carry articles 
and essays written by the alumni. One alum, Satya 
Prabhkar, was inspired by the idea. He and his wife cre- 
ated a website in 1998 to publish articles written by 
Indians from around the world. Today, the site gets 20 
million page views every month. Pengiun has even 
published books on select articles from Sulekha called 


Sulekha Select and Black, White and Various shades of 


Brown. The company earns money from classifieds, 
syndication of content, advertising, and ticketing (for 
Indian movies and events in the us). Who says there is 
no money in writing? 

VENKATESHA BABU 


Paperless Tiger A; AR AFTER ITS LAUNCH, SHAREKHAN HAD IO COPE WITH THI 


double-whammy of the dotcom bust and a stock market scam. It 


Sharekhan.com 


was then that the company took some firm decisions such as opting 


for an offline presence. Over the last three vears, the company has 


Founded: 2000 


Investors: Sripal Morakhia (SSKI) & Fly 
HSBC, Carlyle, Intel 


Initial Business Model: Online brokerage 


Current Business Model: Online-offline 
brokerage 


Revenues: Rs 100 crore 


expanded its presence to about 300 outlets across 130 cities and offers 
products such as equity, equity derivatives, commodities, and, soon, 
mutual funds. Sharekhan has 130,000 broking customers, and adds 
7,000-8,000 every month. “This whole business model goes with tech 

nology,” says Jaideep Arora, the director in charge of online business 
at Sharekhan. “The online business represents 10 per cent of the over 

all business on an exchange like the Nst (National Stock Exchange of 
India). In the Us that is about 35 per cent,” he adds bullishly. Or 


should that read tigerishly? 


Met Profit: Not disclnsed 
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A Travelling angel and 'Your' man: (From L) ICICI Venture's Renuka Ramnath and YourManlniIndia's P. Sundar 


RAVELJINI WAS ALWAYS CLEAR ABOUT ONE THING: THE SITE 
would have an online booking engine, everything else 
would be built around that. So with icici as the payment 
gateway (it helps that icict Venture is an investor) the com- 
pany has been carrying out online booking for leisure 
travel (which is what they specialise in) since 2001. Of the 
site's 145,000 registered users, about 10 per cent have 
availed of the online booking facility and in the next two- 
three years, Vijay Fernandes, Vice President, Traveljini, 
expects another 15-10 per cent to do so. Meanwhile 
offline activities like organising corporate events, con- 

ferences and meetings keep the cash register ringing. 
PRIYA SRINIVASAN 


Banking On Travel 


Traveljini.com 


Founded: 2000 
Investors: ICICI Venture, Rediff 
Initial Business Model: B2C travel portal 


Current Business Model: B2C travel portal, booking 
engine, complete holiday packages, travel loans and 
corporate events 


Revenues: Rs 4.5 crore 
Net Profit: Not disclosed (3-5 per cent net margin) 


A Country Of Parents 


YourManinindia.com 
Founded: 2000 


O PEOPLE SOUTH OF THE VINDHYAS, TTK IS A NAME SYNONYMOUS WITH 
T Investors: Promoted by the TTK Group 


trust and longevity (the group makes the Prestige brand of pressure 


cookers that last for at least a generation). The story goes that when some 
of TTK Prestige’s executives were travelling in the Us to promote their 
products (in case you hadn't noticed, dear reader, the Valley is crowded 
with rT-types from Tamil Nadu, Andhra Pradesh and Karnataka), they 
came across Indians struggling to cope with the healthcare needs of eld- 
erly relatives back home. Thus was born ttkbharatplanet.com, which later 
morphed into YourManlnIndia, but as coo P. Sundar says, "There were 
problems like health insurance being largely a public sector domain and 
lack of national chain of hospitals." In December 2003, the company 
refocussed itself as a local contact for NRIs, an entity that could liaise with 
local administrative bodies for documentation, handle divorces and civil 
disputes, even deliver gifts. Now, buoyed by the site's success, Sundar 
is considering venturing into China and the us (getfriday.com, which says 
it can get tickets for the big Chicago Bulls game, for instance, is just up). 

VENKATESHA BABU 
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Initial Business Model: Healthcare 
facilities to India resident 
relatives of NRIs 


Current Business Model: A host of 
services for NRIs, including sourcing 
certificates and documents, delivering 
gifts, and doing background checks on 
prospective spouses, to something as 
esoteric as arranging priests for a 
marriage 


Revenues: Rs 2.5 crore 
(BT estimates) 


Net Profit: Rs 1.25 crore-Rs 1.5 crore 
(BT estimates) 
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And Five That Didn't. 


The Wired Enterprise 
Digital supply chain 


HIS IS ONE HAPPY TREND. IT HAS RENDERED COMPANIES MORE EFFICIENT, ENHANCED THE QUALITY OF THEIR 
T: products in most cases, reduced end-user costs in some and, finally, enabled a legion of consultants to make 

money off it. It, of course, is the digital supply chain. Definitions first: some people define a supply chain 
as something that links a company's suppliers to it; others prefer 
a larger definition and to them the supply chain is something that 
links a company's suppliers, channel partners (read: dealers), 
even customers with it. As is evident from both definitions, all sup- 
ply chains have two layers, an information one, and a physical one, 
with the physical flow of goods usually being in the opposite 
direction to the flow of information. The net facilitates the real time 
flow of information and with cost reduction being a popular theme 
across India Inc. all through the 1990s, companies large and 
small have adopted digital supply chains. And as rrc has shown with 
its e-choupals (there are 5,300 of them serving 3.2 million farm- 
ers), digital supply chains can engender creative business models. 
What started as an effort to provide real time information on the 
prices of agricultural commodities to farmers and do away with 
intermediaries, has grown into a phenomenon that facilitates 
the creation of an empowered and informed rural marketplace, one 
that the company can tap as it chooses. 
Fieldwork: e-choupals empower rural consumers E. KUMAR SHARMA 
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Click To Trade 


Online trading 


CTUALLY, BT’S LISTING OF DURABLE 

dotcoms should give this away: 

there are three online brokerages 
on it, Indiabulls, icicidirect, and the 
Sski-promoted Sharekhan. Each has had 
to hybridise the pure trading model, 
but the fact remains that between them, 
the three boast some 800,000 customers 
that prefer to do their trading online. 
“The market changes every moment 
and price discovery is an ongoing 
process, " says Jaideep Arora, Director, 
Sharekhan. “That is the key reason for 
the success of online broking." 


PRIYA SRINIVASAN 





Numbers game: It is definitely a bull market for online trading 


NOWLEDGE MANAGEMENT SYSTEMS, CORPORATE 

Wi red, policies, rules while entertaining people, 
queries related to HR policies, bulletin boards, 

5 listing of corporate events... phew! These, and 

A s just about anything else that can be of some usc to 


employees can today be found on intranets (the in- 

ternet, see, but it is a secured enclosure for the com- 

S pany alone) of companies across the country. Some 
organisations have gone a step forward and built in- 

Intranets tranets that span their vendors and dealers. Auto 
major Maruti, for instance, has one that connects 

215 vendors and 350 dealers with the company 

(that's the digital supply chain bit all over again). 

PRIYASSRINIVASAN 
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Rule-based 


e-governance 


HERE IS A SIMPLE REASON WHY INDIA NEEDS TO GO 

the e-governance way: despite a surfeit of laws 

and regulations, most of the country's adminis- 
trative entities govern not on the basis of rules, but on 
the basis of exception; software (or code) is rules- 
based; and by adopting e-governance systems, gov- 
ernments across the country can become more efficient, 
less corrupt, and maybe actually achieve some of the 
things they are supposed to. 
Not surprisingly then, the 
states that have experi- 
mented with e-governance 
projects have found the re- 
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No paperwork: Karnataka's 
Bhoomi project has consigned 
manual land registers to history 


turns (in terms of gains in efficiency and public acclaim) 
significant enough to persist with them, even launch new 
ones. Karnataka's Bhoomi project (computerisation of 
land records), initiated in 1999, went live in 2001, and, 
according to the state's rr secretary, M.K. Shankaralinge 
Gowda, has *become self-sustaining and emerged a 
good revenue model". That means the Rs 5 farmers pay 
for a copy of the document is enough to meet all ex- 
penses associated with the 
project. The state has done 
away with manual land 
registers (some 176 
Bhoomi kiosks serve the 
purpose). There are more 
success stories, such as 
Andhra Pradesh's e-seva, 
an over-the-counter facil- 
ity for the payment of 
utility bills and 160 serv- 
ices of 12 government de- 
partments (260 centres in 
all: 214 centres in 117 
municipalities across the 
state, and 46 in and 
around Hyderabad and 
Secunderabad). The sig- 
nificant thing about both 
Bhoomi and e-seva is that they have survived changes in 
government. Now, if e-governance can graduate from a 
random trend to an endemic one. 

E. KUMAR SHARMA 





T WOULD BE THIS WRITER'S EDUCATED GUESS THAT THERE ARE A FEW THOUSAND INDIAN BLOGS 

out there (that are maintained regularly; say, once a week). Bloggers in India are yet to 

achieve the muscle they have in the us—the 2004 Presidential election saw bloggers be- 
ing invited, along with their counterparts from traditional media, for campaign events and 
Nick Denton, who runs several profitable theme blogs, including Wonkette (politics), 
Gizmodo (technology) and Fleshbot (pornography), was recently named among the most 
powerful people in the us media by Media magazine—but the micro-publishing revolution 
is here to stay. Well, if my editor junks this contribution, guess where it is going up? 


KUSHAN MITRA 
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Every-net 


Cyber cafes 


IRST, THE NUMBERS: INDIA HAS MORE 

than 200,000 cyber cafes; and more 

than 60 per cent of the country’s 39 
million net users access it from a cyber café. 
Most representatives of the genre are one-Pc 
Mom & Pop stores with mere dial-up access. 
However, companies such as Sify and 
Reliance Infocomm boast nationwide chains, 
at least 10-15 pcs per outlet, and broadband 
access. In other parts of the world, cyber 
cafes are just another point of access; in India, 
they are often the only one and help bridge 
the digital divide. For the record, surfing 
rates are now as low as Rs 10 an hour. 


VENKATESHA BABU 





Mobile Warriors 
Teleworking 


O, THIS ISN'T ABOUT PEOPLE WORKING ON THE MOVE. 

Rather, it is about the offshoring of services, something 

that the net (in one form) made possible. It started 
with lowly medical transcription, but has now taken on an ent 
irely new meaning with business process outsourcing of high- 
end services such as equity research, patent filings, even legal 
work. And to think it all began with entrepreneurs that could 
rustle up a few hundred employees who could speak English, 
Net-working: Most Indians access the net at some computers, and adequate bandwidth. 
Cyber cafes SAHAD P.V. 
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Fat Pipes 
Broadband 


T WAS ONLY IN JANUARY 2005, JUST UNDER 10 YEARS AFTER THE BEGINNING _ 


pom 














AS 


of the internet age, that true broadband (read: speeds of 256 kers and 
higher, and at a price designed to increase usage) arrived in India. That 
private telcos responded by slashing their own rates and between January 
and June 2005, the number of broadband subscribers soared nine times, 
: from 50,000 to 450,000. With the Telecom Regulatory Authority of India 
E putting out figures to show that over 60 per cent of new internet users in. 
is the April-June quarter signed up for broadband, not dial-up access, the trend 
» is well on its way to becoming a phenomenon. 
la SAHAD P.V. 
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Ticket To Ride 


Online ticketing and travel 


vanguard of the Indian internet revolution comes from a 

report put out by the Internet and Online Association of 
India, a federation of internet companies, that shows that 
online ticketing accounted for 63 per cent of the Rs 570- 
crore worth of e-commerce transactions that India witnessed in 
2004-05. That's a cool Rs 370 crore. With India's growing slew 
of low-cost airlines hawking tickets online, this segment will 
continue to drive e-commerce in the country, which is expected 
to touch Rs 2,300 crore in 2006-07. 


p: THAT TRAVEL AND TICKETING SITES ARE AT THE 


SAHAD P.V. 


Killer App 


e-mail 


acquainted with the killer app in that decade, it is difficult 

to visualise life without e-mail. Today, barring Luddites 

and technophobes, everyone has an e-mail account and bulk of 

the traffic that traverses the net is believed to be e-mail. 

Strangely enough, if e-mail was the killer app of the 1990s, anti- 
spam technology may turn out to be that for this decade. 

VENKATESHA BABU 


| O THOSE BORN IN THE 1990s, EVEN TO THOSE WHO GOT 
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%1 Five That 
ncs ks ‘Failed 


v Cricket Sites 


Despite India being cricket cou id Indians being cricket-c . not too many cricket sites ! 


ave done 
well (the exceptions are cricinfo.com and cric ketnext.com). Why? Perhaps for the same reason 
sports magazines haven't done well in India. For the record, the Board of Control for Cricket in India 


(BCCI) does not have an official website 


v Communities 
This magazine has partnered, on occasion, wit coolavenues.com, a community site for MBAs 
(PGDBMs included) that continues to tread the mid jund between surviving and thrivir 


ig. Yet, most 
other attempts at building communities around vocations or any hing else in India have fatled Ther 


similar attempts in the West have failed too 


v Real Estate Portals 


Another domain that witnessed an influx of get-rich-quick entrepreneurs offering 
virtual interfaces to easy financing options Apart from a rare indiaproperties.com that co 
the others have largely gone belly up or remain pale imitations of the classified 


v B2C Commerce 
intals (think Indiainfo.com, Indya.com, 123India.com) wanted to : every g fron 
olidays. Easybuymusic wanted to sell digita downloads; Jaldi wanted 
d offer consumers hefty discounts;... surely, you get tne ture? None worked 


her in the US 


v B2B Exchanges 
months, between April and December 2000, B2B exchanges held forth the promise of bein 
io thing. Today, exchanges such as Essar's Clickforsteel, Tata and SAIL's MetalJurx 
ire simple auction sites, not exci es. "There is no price discovery that happens on thes 


nilla auctions the «e place, no en reverse auctions," says an executive 
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They came, they burned money, lots of it, and they either 
vanished without a trace or linger on in barely-alive mode. 





Go4i.com 


|" WAS A HORIZONTAL PORTAL PROMOTED BY ONE OF INDIA'S LARGEST MEDIA 
organisations, The Hindustan Times Ltd (Chase Capital was the other 
promoter). It was headed by Piyush Gupta, a high-profile former Citibanker, 
reputed to have been among the top 40 managers of the bank. Its advertising 
was reasonably good and loud enough to be seen. And it had enough chan- 
nels to try and make a true horizontal play. An early-2001 IPO was being talked E» NN 
about. Unfortunately, the company's advertising-driven business model ANN SS 1 
never really took off and in early 2001 (just around the time it should have f Ws Lay” 
gone for an IPO), Hindustan Times decided to cut its losses and bring the shut- US — 
ters down on God4i. 

SAHAD P.V. 


Caltiger.com 


^ HINDSIGHT, CALTIGER PROBABLY RECEIVED AS MUCH PRESS AS IT DID BECAUSE 
of its contrarian play. It was a Kolkata-based new economy venture. And, 
it was the country's first and last free internet service provider. That’s right, 
users did not have to pay money for the company's dial-up service. The com- 
pany hoped to make money by making them watch ads. The ISP was even 
thinking of streaming movie trailers to make money. The business model did- 
n't fly; the company hoped to make a comeback with internet telephony, but 
that didn't work either. 


A Go4i’s Gupt 
that ne r te 


a: An idea 
)k off 
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SHOME BASU 


SAHAD P.V. 





Ideasnyou.com 


Tm WAS A B2C VENTURE PROMOTED BY FORMER CADBURY SCHWEPPES CEO ASHOK JAIN, ALONG WITH INVESTMENT 
banker Ashok Wadhwa, marketing consultant Rama Bijapurkar and some 30-35 pros from sectors such as 
fast moving consumer goods and banking. The company had four channels: Goodhealthnyou (a health prod- 
ucts site), Familynyou (a peer-to-peer site), Cricketnyou and Customerpowernyou (a community of cus- 
tomers). Jain still heads Goodhealthnyou, which has metamorphosed into a “full-fledged healthcare communications 
firm” in his own words. What went wrong? “It was just the way the industry went,” says Jain. “Asking this ques- 

tion now is as inane as wondering why the Sensex is touching 8,000.” 
PRIYA SRINIVASAN 
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You want to achieve. You have the ambition and the faith in yourself. At SBI, we have 
confidence in you and the bright future that awaits you. Which is why we give you SBI Student 
Loans, a comprehensive package to suit all your needs. Now all that should come between 
you and your future is your ambition. 


@ State Bank of India 


Visit us at www.statebankofindia.com YP Student Loans 
Conditions apply. The sanctioning of the loan is at the discretion of SBI. Investing in your future 
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Hometrade.com 


W ELL, THIS DOTCOM AND ITS CEO MADE THE COVER OF THIS 
magazine well after the dotcom bust, courtesy a scam involving 
corrupt politicians, gullible co-operative banks and provident fund man- 
agers, and government securities. CEO Sanjay Agrawal was arrested and 
everyone, including this magazine, pointed out how Home Trade had 
burned some Rs 65 crore on an advertising campaign featuring 
Hrithik Roshan (who later claimed he had not been paid the entire 
amount promised to him), Sachin Tendulkar and Shah Rukh Khan that 
did not really say what the product was (an online brokerage, if you 
must know). Not many mainstream consumer brands can afford to fea- 
ture all three in a campaign. Then, those were the days. 

SAHAD P.V. 


Broadcastindia.com 


|: WAS MEANT TO BE A MEDIA-RICH NEWS CHANNEI WITH STREAMING 
audio and video. Founded by Sukaran Singh, son of Tv personality 
Nalini Singh, with vc funding from Infinity, the site was probably ahead 
of its time. Now, when everybody is talking about triple play and de- 
livering rich media through broadband, broadcastindia.com seems a 
prescient idea. 


Firstandsecond.com 


SAHAD P.V. 





| SET OUT TO BECOME INDIA'S AMAZON, TRIED A BARNES & NOBLE, fA ul THÉ 

offline-online experiment for some time, and continues to exist q TM ll 
(yes, unlike some of the other sites on this listing it lives and you 1 IM PII 
can still buy books and music on it). Yet, discounts seem a thing 
of the past (the fact that you pay less has always been one of 
Amazon's unique selling proposition) and the promise of what 


could have been remains just that, a promise. 


IWYONVYVHS AVAIHS 


SAHAD P.V. 


PurpleYogi.com 


ELL, THIS WASN'T STRICTLY AN INDIAN FIRM, BUT IT WAS FOUNDED BY 
Valley-Indians; Junglee's Rakesh Mathur was its CEO; and much 
of its technology work was being done out of Bangalore. With $33 mil- 
lion (Rs 141.9 crore then) in funding from companies such as 
Softbank and Infosys, PurpleYogi promised to personalise the inter- 
net experience for users, helping them easily access things that piqued 
their interest. Think of it as a smart search aided by software down- 
loaded by users on to their machines. The company has since become y Y Losing out: 
Stratify and produces search and mining software targeting the legal rrometiaua 
industry, but the sexiness of being a purple yogi is long gone. 
KUSHAN MITRA 
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Arzoo.com 


p 1998, MICROSOFT BOUGHT OUT HOTMAIL FOR $400 MILLION AND HOTMAIL CO-PROMOTER 
Sabeer Bhatia became a poster boy of the internet and, back home in India, an icon 
worth emulating. Arzoo was the young Bhatia’s next venture. It was born in March 
1999, based in Fremont, California, with the back-end in Bangalore (his home-town) 
and everyone was of the opinion that it would revolutionise the world of e-commerce. 
Forbes said it could become the mall of America yet be as easy to visit as the neigh- 
bourhood shop. However, no one really bought anything on Arzoo, Amazon was al- 
ready there, and by June 2001 it was all over. Arzoo shut shop leaving Bhatia with a 
hole in his pocket and a dent in his reputation he is still trying to repair. 

KUSHAN MITRA 


PAWAR 


DEEPAK G 


Skumars.com 


fü SITE TOO LIVES, BUT THE PROJECT THAT SOUGHT TO INVEST $200 
million to connect 30,000 kiosks across India to an e-commerce web through VSAT 
terminals is a long-forgotten dream. The company got into some trouble for taking too 
long to repay the Rs 1,00,000 advance each of the 30,000 franchisee partners had paid 

up and the venture ended up damaging the old economy textile company’s image. 
KUSHAN MITRA 


India.com 


ODAY, VISITORS TO INDIA.COM WILL FIND A FREE E-MAIL SERVICE THAT ALLOWS USERS TO 
have a XXXXXX @india.com address. That's a far cry from a company that set off 
in 2000 to be "definitive internet company for people and businesses that have a link 
to the Indian community", according to a publicity release. Around the same time CEO 
Digvijay Singh said that his website would “as an early mover in the region, steer the 
country's inherent resources to help it realise its full potential". All very well; only, 
the company, then worth $130 million, claimed to be in the vague business of *dis- 
tributing information technology products”. By early 2002, the portal was gone; the 
e-mail service remains. 
KUSHAN MITRA 


Jaldi.com 


Y ars TOUTED ITSELF AS AN ONLINE SUPERSTORE, ONE WHERE CUSTOMERS COULD BUY A HOST 
of appliances and durables at prices no bricks and mortar shop could match. The 
premise behind this was demand aggregation: that Jaldi would attract enough users to 
then drive a hard bargain with manufacturers. However, customers didn't bite and by 
2002, Jaldi was dead and gone. 


Dreams that fail 
Top to bottor 


Bhatia, Ind 
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KUSHAN MITRA 


Indya.com 


By 2001, it was evident the Indya story was over. And in 2002, in an effort targeted more at saving face than pick- 
ing up the pieces, Murdoch acquired all of Indya. It still remains Star Television's online arm. 
VENKATESHA BABU 
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N DICKENSIAN PROSE, IT WAS THE BEST OF TIMES. IT 

was the worst of times. "It" being the deliriously 

manic period between 1995 and 2000, the period 

that changed the world in more ways than many 
might want to credit it for. Ordinary people dreamed 
the impossible; impatient with the old order, a new lex- 
icon of dotcoms and dotcommers, emerged; “e” and “i” 
became popular prefixes; and investors placed huge bes 
on unproven and unknown businesses. While tradi- 
tional businesses were being shaken up, instant mil- 
lionaires were being mined in real time, and hun- 
dreds of millions were thrust into the digital age. It also 
saw the emergence of greed on an unprecedented 
scale, the death of rationality, caution and, in many 
cases, governance. Tacky hyperbole-filled soundbites 
masqueraded as understated wisdom. In Churchill- 
speak, never before was so much achieved in so many 
dimensions—in technology, business models, mar- 
kets, employee compensations to name a few—in 
such a short space of time. Over $200 billion 
(Rs 8,80,000 crore) was invested and over 14,500 
companies were backed by investors, with an aston- 
ishing 10 companies being created every day in 2000! 
It was a period of unbridled excess. 


Was The Excess All Worth It? 


I believe that the hype, the frantic investments and the 
explosion of entrepreneurial energy were all worth it. 
Globalisation received a huge dose of steroids. The 
frenzy changed the way the world dealt with infor- 
mation. Small businesses, even individuals, realised 
that they could be part of the global economy. The em- 
powering of individuals changed the equation be- 
tween the consumer and the manufacturer forever. An 
entire generation of (especially Indian) corporate ex- 





hanged The World 


ecutives learnt how to type, send as well as receive e- 
mail. Without the frenzy, there would have been no 
Google, Yahoo!, eBay, Amazon and Monster. How did 
we ever communicate, travel, bank, search, collaborate, 
publish, research and buy anything before 1995? 

The Indian middle class became confident, aware 
that the pursuit of wealth was possible, achievable, and 
worth it. The Indian poster boys of Silicon Valley 
made entrepreneurship hip. If you weren't an 
entrepreneur, you just had to be an investor! Senior ex- 
ecutives from traditional businesses abandoned con- 
mfortable jobs to become dotcom entrepreneurs. 
Rediff, Indiaworld, Indialnfoline, Indiagames, Baazee 
and Indiabulls came into existence in the 1995-2000 
era. Just like the Netscape IPO in 1995 signalled the 
birth of a new way of doing things in the us, the 
$110 million (Rs 484 crore) acquisition of Indiaworld 
by Sify was the signal to the educated middle class that 
entrepreneurship was a career option worth exploring. 

Today, there are over 600 million net users in the 
world. The true internet revolution is beginning to 
happen now. Newer dotcom businesses are being 
launched with (far more) initial success. China is at the 
forefront of the charge with a surging net population. 
India, with about 39 million users today, has realised 
that the net is a great leveller. The telecom revolution 
and the rising number of PCs and other access devices 
will make the wonders of the net available to an 
increasing number of Indians over the next five to 
10 years. That's when the true revolution will happen 
in India with e-governance, e-learning and e-business 
really coming together. 


Sanjay Anandaram is Managing Director, JumpStartUp Fund Advisors 
These are his personal views 
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The (wired) sound 
of music 

The net will change 
the music industry 
forever. Tune in 
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Fast food 


A hot new technology called WAP 
is doing to the e-content and e- 
transaction business what the 
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A history of the internet in India and elsewhere 
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Hotmail Dita see?) 
launches its free e-mail service; 
liberates world from snail mail; 
India discovers its co-founder 
is Bangalore-boy Sabeer Bhatia 


Vo, N 


Jerry Yang and David Filo 
incorporate Yahoo with $2 million 
in funding from Sequoia Capital 





EN 
Sabeer Bhatia. ^* 





APRIL 

Grad students Larry Page and 
Sergey Brin launch Back Rub; 
years later, this becomes Google 


erry Yang and David Filo 





Amazon.com goes live 
— ) 


Windows 95 and 
tacky Internet 
Explorer 1.0 
launched 


terao 


nternet 
Explorer 





Larry Page and Sergey Brin 


The Leela hotel in Mumbai 
offers net access at Rs 800 per 
hour. VSNL claims ‘conditions 
of access does not include 
subletting’ and pulls the plug 


letscape goes for IPO; stock 

amps from $28 to $72 on listing 

Fo VSNL launches 

€» India's first dial-up 
* internet access 


service in six cities OCTOBER 


VSNL napi World Internet Day celebrated 
urs a for first time on 29 

5,500 for 250 hours for t 

istitutions (launch happens DECEMBER 


ymbolically on August 14, 1995, 
n the eve of India's 
idependence Day) 


Alan Greenspan warns of 
irrational exuberance of the 
stock market 





ANUARY 

adiff.com incorporated; site 
ens with a part-Yahoo-part- India’s first e-commerce site 
ill alivecand kicking goes live 





ICICI bank launches 
online banking service 


Microsoft buys Hotmail for 
$400 million; Bhatia becomes 
legend in India 


John Barger coins term weblog 
to describe his journal 


Pradeep Kar's Micromedia 
organises the first India 
Internet World. Bhatia is a 


popular speaker. Frenzy 
catches on. 





The Starr Report (remember 
Monica Lewinsky?) is released 
online 


O CAAQCDDO 
| VEMBER 


India announces new ISP 
policy; VSNU's monopoly ends; 
shortly after, Sify becomes 
India's first internet service 
Pin 


h cwm Tal 


Netscape sells out to AOL 





IER 


DECEM 


India's first cyber cafe 
Netcafe( India is born in 
Chennai at 101/1, Kanakasri 
Nagar next to a well-known 
auditorium, Music Academy 


Analyst heavy Blodget puts a 
target of $400 on Amazon 
stock; stock peaks at $600 later 





Koramangala.com (a borough- 
specific site, Koramangala can 
well be called the birthplace of 
Bangalore's IT boom) launched. 





JANUARY 
Total international bandwidth 
in India estimated at 82 mbps 


MARCH 

Melissa lays low 1 million PCs 
in one night 

Ashish Dhawan and Raj Kondur 
return to India and start 
Chrysalis, a VC firm 


a 
Raj Kondur and Ashish Dha 


OCTOBER 


Sify raises $80 million on 
NASDAQ 


ULIUBER 

Young MBA student 

Manish Vij launches 
kabadibazaar.com, a site for 
second-hand products 


NOVEMBER 

Sify buys out Rajesh Jain's 
IndiaWorld for $115 million 
(Rs 500 crore then) 





DECEMBER 
Time names Amazon's Jeff 
Bezos Person of the Year 





JANUARY 
AOL announces plans to buy 
Time Warner for $160 billion 


.FEBRUARY 
NASDAQ peaks at 5,048.62 


Sensex peaks at 6,000 levels 
(doesn't reach this level again 
till 2004) 


MARCH 

India’s first free ISP CalTiger 

launches 

ee 
( 
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| 

oui s 
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APRIL 

Indians buy 1 million PCs 

in a year (1999-2000) for the 
first time; installed base 
crosses 5 million 


For a history of btdot.com, 
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Indya.com launched with a 
Rs 4.5 crore ad on the cover 
page of a daily 


Metallica files suit against 
Napster 


JUNE 
IT Act 2000 born 


Yahoo launches India-specific 
web site 


JULY 
India’s first private ISP 
gateway opens 


Controversial P2P site Napster 
shut down 


SEPTEMBER 
MSN launches an India 
specific portal msn.co.in 


DECEMBER 

Pets.com is the first publicly 
held dotcom (in the US) to go 
belly up 
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JANUARY 

Inside.com breaks news of 
Dean Kamen's ‘It’ that will 
change the world; turns out 
to be mere scooter 


FEBRUARY 

India's first cyber crime; two 
arrested in Delhi for hacking 
into www.go2nextjob.com 


MARCH 

Indian Railway Catering opens 
for online ticket bookings; 
quickly becomes country's 
largest e-commerce site 


~ moian BAIL WAY can 
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MAY 

FDI limit in ISPs hiked to 74 
per cent (if gateways are 
involved) and 100 per cent 
(otherwise) 


JULY 
x ; Webvan goes 
D. bust in the US 


AUGUST 
India's first cyber crime police 
station opens in Bangalore 


SEPTEMBER 
9-11 





FEBRUARY 
BitTorrent unveiled 


MARCH 
BPL Mobile launches MMS 
service in Mumbai 


MAY 

File sharing tool Kazaa 
becomes most downloaded 
software in history 
e Y tz HIR 
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JUNE 

Air Deccan launches low-cost 
airline; offers e-booking; others 
follow suit over time 





AUGUST 

Free PC-to-PC VoIP calling 
service Skype launches 'Beta' 
version, boasts close to 50 
million subscribers today 


NOVEMBER 
Comdex is dead 
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Microsoft launches Office in 
Hindi ome — 





APRIL 
India sells more than 3.4 milli 
PCs in one year (2003-04) 


- ~~ | Google launch 
GMail, a free 
web-based 


e-mail service, with 1 
gigabyte mailbox 


JULY 
eBay buys Baazee for $50 milli 


AUGUST 
Google raises $1.7 billion 
from IPO 


NOVEMBER 
New version of Mozilla Firef 
launched 


A clip of two school student 
having oral sex makes MMS 
waves; CD of clip 
is sold on Baazee 
and CEO Avnish 
Bajaj is jailed 
before good sense 
prevails and he 
is released 
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Google launches Google Ear! 


a service for users to look uj 
satellite images of the earth 


from their desktop 
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China becomes internet's hot ni 
destination; Baidu.com raises 
$109 million from IPO in US 
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Yahoo acquires a 40 per cer 
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alibaba.com for $1 billion 
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Wanted 

Job websites have landed 
Let the talent shakeout begin 


August 6, 2000 EP 
Wise mouse f 
The net isn't just a place for fun 
and frolic; it's an educational 
medium. And, as several 
companies have realised, 
there's money to be made in 
e-learning 






Aug. 21, 2000 
Smart search 
The seekers never had 
it so good. They can 
now choose from Indian 
versions of global 
search biggies and a 
covey of home-grown 
pioneers 
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are high and customers 
scarce. Were our cities 
excavated for nothing? 


Issue 44: Dec. 9, 2001 
It happened only in Indya 
They partied hard. They worked, 
Muddle well, pretty hard. They burned 
- millions, they got our attention. And 
108 z then one day, the party was over 
: ` The inside story of a great fall 
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5 THE INDIAN INTERNET CELEBRATES ITS 10TH 

i anniversary, one can look at the past decade 

as a tale of missed opportunities. We should 

rU have had 100 million users (we have about a 

quarter that), we should have had 'real' high-speed 

broadband available cost-effectively and on-demand (we 

are just about starting on this), and we should have had 

a range of innovative services to make the internet a util- 
ity in our lives (we are still far away from that). 

The internet could have been the transformative 
force in its wired and wireless forms for both consumers 
and enterprises—but it hasn't. A lack of vision from pol- 
icymakers, the high cost of bandwidth, a paucity of ven- 
ture capital, the relatively high cost of computers, 
and perhaps most importantly, a dearth of compelling 
content and innovative services have limited the growth 
of internet 1.0 in India. 

Going ahead, the story can and will be very differ- 
ent. The second decade of the Indian internet will go a 
long way in fulfilling the promise of the first. Converged 
next-generation networks will make the *Evernet.—a 
ubiquitous, always-available, high-speed network —a 
reality, limiting the impact of flawed policies. Bandwidth 
prices are falling rapidly due to competition and a re- 
alisation that the more one gives, the more people 
will want. Venture capital will be increasingly available 
as India's user base rises and investors see another 
China-like story in the making. Cheaper computers 
along with alternative platforms like network computers 
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and mobiles will make access available to much larger 
numbers. Content and services, too, will become more 
relevant—completing a positive feedback loop to 
accelerate reach and usage. 

There are two key drivers which will define 
tomorrow’s internet: broadband networks and mo- 
bile phones. 

With an always-on, flat-priced broadband connec- 
tion, there is no worry about big bills. The internet starts 
to become more of a utility in people’s lives. Broadband 
will create demand for zero-management network 
computers, making the computer almost as easy to 
use as a TV. It will also spur the creation and dissemi- 
nation of multimedia content, which will drive the 
twin consumer application areas of education and 
entertainment. User-generated content in the form of 
weblogs and podcasts will add a richer tapestry to the 
internet. For enterprises, broadband will enable soft- 
ware-as-a-service, as application service providers make 
available integrated stacks of encoded business processes 
to power the real time flow of information. 

Internet-enabled mobile phones will make the new 
services available to people wherever they are. In 
emerging markets like India, more people will access the 
internet from their mobile phone than the computer. 
The mobile internet will bring connectivity to swathes 
of India untouched by the data revolution. Mobile 
phones are also two-way devices—besides displaying 
received content, they also enable their owners to 


create content and share it with others almost instan- 
taneously. Thus, photos and videos now don't just get 
consigned to archives but can spur conversation ‘now’ 
between people separated by distance but linked with 
their mobiles. The mobile phone will be the “social com- 
puter" for India's next generation of internet users. 

So, from an infrastructure point of view, what 
does the New and Next Internet portend? What are its 
characteristics? 

Always-on: We are moving in India from a pay-per- 
use pricing model to a flat rate subscription model 
(in some cases, with download limits). But the instant 
availability of the internet connection will fundamen- 
tally change the way we use the internet—everything 


As we find content and services of value, we are more 
likely to start to pay for them. 

This New Internet will make possible path-breaking 
applications and services. From voice-over-IP, to video- 
on-demand, which can provide education and enter- 
tainment to users when they want it, from software-as- 
a-service for businesses to automate all their processes 
to multi-player gaming platforms, the New Internet will 
create new opportunities—as well as threaten con- 
ventional business models. It will force players in com- 
puting, consumer electronics and entertainment to 
tread into each other's territories. 

What, then, is the endgame? What will the next 
decade of the internet bring? This vision for the future 


next-generation networks will make the ‘Evernet’- 





now becomes a few clicks and a few seconds away. 
Ubiquitous: The internet will become pervasive. The 
presence of cellular networks provides computer users 
the ability to connect from anywhere. In coming years, 
technologies like WiMax and mesh wireless will blan- 
ket much of urban and semi-urban India. 
High-speed: The narrowband speeds that we are 
used to will give way to higher speeds. The worldwide 
‘wait’ will be a thing of the past. What this will do is 
encourage the use of more media-rich content. 
On-demand: As connectivity improves, there will be 
little difference between online and offline. If it is out 
there, it is instantly available. This will lead to the 
rise of centralised services. We will have control over 
when we want entertainment delivered. 
Multi-format: The computer will no longer be the 
only device accessing the internet. Smartphones with 
wireless data networks will provide equally viable alt- 
ernatives. This means that there will be two screen foot- 
prints that content providers will need to cater to. 
Two-way: The growth of weblogs is a harbinger of 
the publish-subscribe internet. Readers and surfers 
will be able to participate in content creation. 
Personalised: The internet will also become more 
individualised as websites (especially search engines 
and portals) build up sophisticated profiles based on 
what we do. This will enable targeted advertising. 
Not Free: This New Internet will not be built 
around the free access model that we have been used to. 


is best captured in the concept of a *Mirror World", 
which was first espoused by David Gelernter in 1991. 

Over the past decade, we have been spending an in- 
creasing amount of our time in so-called cyberspace. 
Companies and individuals have created virtual repre- 
sentations of their products and services. Our com- 
munications have also moved to conversing with iden- 
tities (e-mail IDs, IM monickers, sMsing to mobile num- 
bers) rather than directly with people. Mirror Worlds 
take this to its logical conclusion: we will have a paral- 
lel world that we will increasingly inhabit which is a copy 
of the real world. Today, maps can provide us the 
spatial copy. But they do not give us the real time 
component. That is where a mix of next-generation mo- 
biles, sensors and user-generated content will come in 
and embellish the other world. So, Mirror Worlds are 
microcosms of all that we see around us—as updated as 
the real world that they resemble. These Mirror Worlds 
are accessible to us through screens on the devices we 
have—our mobiles, computers, and networked Tvs. 

Ubiquitously available computers, mobile phones 
and next-generation networks are what will make all 
this possible. What has been missing are the applications 
to leverage this emerging new order. This is where lie 
the opportunities of internet 2.0. 





Rajesh Jain is Managing Director, Netcore Solutions Pvt Ltd. He 
can be reached at rajesh@netcore.co.in. His weblog is at 
http:/Iwww.emergic.org. 
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The India story is for real, the fundamentals couldn't be 
exuberance. Here's a reality check on a few of the glaring 


AKESH JHUNJHUNWALA, ARGUABLY THE 
biggest Indian bull trotting down 
Dalal Street, is a bit like Vitalstatistix, 
the village chief of the tribe of Gauls 
in the legendary Asterix and Obelix 
tales: Always full of beans, plucky 
(and both are a bit quick-tempered 
too!). Jhunjhunwala for his part has been diving into 
Indian equity with the same gusto that Vitalstatistix 
wades through the Romans in their inevitable battles. 
For all his bravado, though, Vitalstatistix has a lurk- 
ing fear. The Gaul chief is afraid the sky may fall on his 
head tomorrow. D-street's big bull isn't as vocal—he's 
a bull after all, and he'd rather talk about price-earn- 
ings expansions, ambitious Sensex targets and sus- 
tainability in corporate earnings. 

Yet, in a recent slide-show presentation put to- 
gether earlier in the year by the country's most 
popular value-investor, which seeks to make a case 
for big-time, long-term investment in Indian markets, 
Jhunjhunwala spares a slide (just one out of 74) for 
what he terms “potential party spoilers". Unlike 
Vitalstatistix's solitary anxiety, Indian investors it 
would seem have plenty of them. Jhunjhunwala 
classifies them into three categories: Near-term anx- 
ieties, which include elections, crude oil prices and 
the monsoons. Then there are the *omnipresent" 
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fears, which include the uncertainty in the global 
economy, oversupply of IPO paper and the falling us 
dollar. Finally, under the long-term sub-head, 
Jhunjhunwala has rising inflation and interest rates, 
as well as Indo-Pak tensions and terrorism as possi- 
ble poopers of the equities party. In the current 
context, unarguably the most relevant of the worries 
powerpointed by Jhunjhunwala is the direction in 
which crude oil prices are headed. Rising inflation is 
of course a corollary to that. 

Of course, like old warrior Vitalstatistix, Big Bull 
Jhunjhunwala too might like to believe that “tomor- 
row never comes”. But then, as history painfully re- 
minds us time and again, tomorrow always comes. 
After all, disaster, or even disappointment, doesn’t have 
the habit of tapping you and your shoulder before an- 
nouncing: “I am coming.” Market crashes by nature 
are sudden and unexpected (else they wouldn't be 
called crashes, right?). The skies may have not yet 
fallen on the 28-storey P.J. Towers, headquarters of the 
recently corporatised Bombay stock exchange—and 
they probably won’t—but plenty of bull runs of the 
past have almost overnight been abruptly halted, re- 
versed and erased, along with crores of small in- 
vestor savings. There’s little doubt, though, that the 
ongoing bull is fundamentally sound, that the Indian 
economy is growing much faster than the global 


Over the Great Indian Party 





sounder, but let's not get carried away with our 
concerns that could mar the celebrations. 


average, that the country's purchasing power parity 
is right up there, that business confidence is upbeat, 
that valuations may not yet be stretched, that 15-20 
per cent earnings growth can still be sustained... all 
that and much more. 

Bulls are in the business to be bullish, and ex- 
pecting them to talk down the current market rally— 
or to expect real estate 
brokers to say there will 
be an oversupply situation 
soon—is expecting them 
to commit professional 
hara-kiri. It may be diffi- 
cult to scratch beyond the 
pretty picture that exists 
today, simply because this 
rosy scenario isn’t super- 
ficial. Yet, somewhere below there—not too deep, ei- 
ther—exist some real concerns. When resurrecting 
them, one stands the risk of being labelled alarmist, 
pessimistic or just plain foolish. But when oil prices just 
keep inching upwards—close to the $70 (Rs 3,080) 
mark per barrel last fortnight, up from $42 (Rs 1,848) 
last August, and possibly over $100 (Rs 4,400) some 
time soon—you have to expect the domestic stock 
markets to react some time. After all, transportation 
and production costs will suffer, which means virtually 


every company and every sector will be affected. 
Crude oil prices is just one of the major extern 
concerns. Closer home, the earnings season hasn't bee 
as good for certain key sectors, Will that put valuations 
under pressure? If so, will foreign investors zero in o 
markets with more compelling valuations? If markets 
correct themselves in a big way, what happens to 


Plenty of bull runs of the past have almost 
overnight been abruptly halted, reversed and 
erased, along with crores of small investor savings 


real estate demand? Can it keep up with the huge sup 
ply expected to be unleashed? What happens to tl 
Rs 75,000 crore of IPO paper that's expected to hit tl 
markets? Can it all be absorbed? And, yes, will Mr 
Retail Investor become a fall guy yet again, entering 
near-peak levels, only to be caught in the midst of 
2,000-2,500 point correction? 

We attempt to answer all these questions in the fo 
lowing pages. We aren't predicting disaster—just tr) 
ing to steer clear off it. 


» 
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-—— WHAT IF #1: CRUDE OIL PRICES CONTINUE TO SOAR 


The Indian economy can’t insulate itself from an oil shock for ever. 


N MARCH THIS YEAR, GOLDMAN 
Sachs shocked the world with a 
scary report. The investment bank 
forecast that the oil prices could go 
as high as $105 (Rs 4,620) a barrel 
by 2007, and the average price of oil 
in 2005 would not be less than $50 
(Rs 2,200), up from $41 (Rs 1,804) 
in 2004. “We believe oil markets 
may have entered the early stages of 
what we have referred to as a super 
spike period,” said Arjun N. Murti, 
an analyst with Goldman Sachs and 
one of the authors of the report. 
It may sound unbelievable—several 
energy analysts disputed Goldman’s 
views—but the fact that the high 
priest of the Wall Street analyst 
community decided to stick its neck 
out with this uneasy prediction itself 
can send chills down your spines. 
Anyway, there has been no good 
news ever since. Oil prices are cur- 
rently ruling at $65 (Rs 2,860) a 
barrel, continuing with its 18-month 
upward march. 
There is a sliver of good news, 
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__ Light Crude Oil Prices 
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Figures in US dollars 


however: Till now, the Indian econ- 
omy has successfully resisted the 
impact of international oil prices, 
thanks to the restructuring of agri- 
cultural and industrial economies, 
buoyant forex reserves and growing 
IT exports. So despite a continuous 
spike in oil prices in the last two 
years, the economy grew by a 
healthy 6.9 per cent last year. Even 
the current inflation of 3.35 per 
cent is much lower than what it 
was during the previous two 
shocks—25.2 per cent in 1973 and 
18.2 per cent in 1979, 

But the bad news is India will 
not be able to absorb a persistent oil 
shock. And the tell-tale signs of 
such a phenomenon are beginning 
to show. India's crude oil import bill 
is expected to go up by 47.5 percent 
to Rs 1,72,326 crore this fiscal from 
Rs 1,16,806 crore last year. The 
basket of crude Indian refiners buy 
has sharply risen to $51.08 (Rs 
2,247.52) a barrel in April-July this 
year from an average of $39.22 (Rs 
1,725.68) in 2004-05. In August, it 
had even peaked to $58.83 (Rs 
2,588.52) a barrel and, according to 
Goldman Sachs, the average price of 
crude in 2006 is expected to be 
$68 (Rs 2,992) a barrel. 

For now, the government has 
been reining in domestic petroleum 


64.5 





prices artificially. Domestic petro- 
leum prices have increased only by 
20 per cent, while the global crude 
prices went up by 45-50 per cent. 
Besides, prices of kerosene have re- 
mained unchanged since March 
2002 and of domestic LPG since 
November 2004. The effect of all 
this has been telling on Indian oil 
companies like Indian Oil, Bharat 
Petroleum and Hindustan 
Petroleum, which have been ab- 
sorbing the impact. “The most dis- 
astrous impact of spiralling oil prices 
is on the domestic oil companies,” 
says Shubhomoy Mukherjee, Head 
(Oil and Gas Rating), ICRA. 

A recent Union Cabinet note 
recommending a hike in domestic 
fuel prices—petrol by Rs 1.50 to 
Rs 47.43 per litre and diesel by Rs 
2.50 to Rs 38.4 per litre—is still 
awaiting the nod. But a hike in fuel 
prices will have a spiralling effect on 
monthly household budgets, with 
vegetables and other daily needs 
becoming costlier. The prices of all 
products and services—from LPG 
to medicines to plastics to air 
travel—are bound to go up. The 
economy has remained resilient till 
now, but if the oil prices rule at 
$65-70 a (Rs 2,860-3,080) barrel, 
the damage could be real. 
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Shopping Festival, a shopping experience like no other. 
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— WHAT IF #22: THE Fils SLOW IT DOWN 


They're pumping in top dollar because they have few other options. But global markets could become attractive once again. 


A: ANY PUNTER IN THE NOOKS 
nd crannies of Dalal Street 
will tell you, the current bull run 
is liquidity-driven. That liquidity 
of course is pretty much ac- 
counted for by foreign institu- 
tional investors (Fils, all 759 of 
them at last count), which had 
collectively invested $7.3 billion 
(Rs 32,120 crore) by mid-August 
in 2005 in Indian markets. 
Domestic liquidity is of course 
minimal. Retail investors—despite 
the million exhortations of eq- 
uity pundits—have largely stayed 


on the sidelines, and mutual funds. . 


haven't pitched in big-time, ei- 
ther. In the April-June period for 
instance, net resource mobiliza- 
tion by funds declined 32.5 per 
cent to Rs 14,723 crore over the 
corresponding period of the pre- 
vious year. Clearly despite all the 
hype around equities, it’s unlikely 
that mutual funds' net resource 
mobilisation in 2005-06 will touch 
2003-04 levels of Rs 45,000 
crore—a year in which the Sensex 
didn't venture beyond 6,250. 
So, other than a local operator 
here and there, it's safe to assume 
that it's the Fils who are fuelling 
the great Indian bull run. In 
August, however, a few strange 
things have happened, which sug- 
gest that the foreign pinstriped 
brigade may just be easing up, al- 
though the Sensex hasn't quite 
been doing so! On 8 August for in- 
stance the benchmark index fell 
148 points—despite the Fils being 
net buyers to the tune of Rs 420 
crore. Conversely two days later 
the foreign moneybags sold a little 
of Rs 100 crore of shares at the net 
level, yet the Sensex shot up Rs 
134 points. Is this the first sign 
of a slowdown in Fil flows? And if 
the Fils aren't buying, have dubious 
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The Fils may have not been 
Driving the Sensex in August 


1 
A 





speculators got into the act? 

Last fortnight, the theory of 
decreasing Fit interest—albeit, tem- 
porarily—gained ground when a 
technical analyst with CLSA talked 
about, on a business channel, a 
15-20 per cent correction for the 
Sensex in this phase of the bull 
run. He reckoned that the indices 
would get going once again only 
by 2006. Ashok Kumar, CEO, 
Lotus Knowlwealth, an advisory 
firm, does not rule out the possi- 
bility of a slowdown in fresh flows. 
“To expect only inflows would 
be unrealistic. It is possible that 
the money from the Flis has come 
into by sheer default.” 

“Like any other investor, they 
too will exit when they make good 
returns,” explains Paresh Khand- 
walla, Director, Khandwalla 
Securities, who is pretty sure 
though they will be back soon. 
His reasoning is simple: Barring 


India, there aren’t too many mar- 
kets for the Fils to put their money 
in. Japan and the us aren't attrac- 
tive for investors—which explains 
why it's been Japanese money that 
fuelled the last 1,000 point gain in 
the Sensex—and China and India 
are easily the hottest investment 
destinations as of today. “The in- 
terest in India is now to the extent 
that it is not about India and 
China. In fact, it is about India 
and China and those who missed 
the China story do not want to 
miss the India story," maintains 
HDFC Bank's Head of Equities and 
market analyst, Abhay Aima. 
One worry is that some 30- 
35 per cent of the foreign money 
in Indian markets is from hedge 
funds, which by nature is *hot" 
moolah. Brokers also acknowl- 
edge that there is a fair bit— 
though not significant—of do- 
mestic money being rerouted as 
FII money and entering a section 
of mid and small-cap stocks. Yet, 
the genuine Fils themselves might 
be a bit jittery themselves, par- 
ticularly against the backdrop of 
rising crude oil prices. 
"Obviously, clarity is required on 
which way the oil prices are 
headed" says Amit Rathi, 
Director, Anand Rathi Securities. 
Clearly, even if the Fis do cool off 
temporarily, that won't be a bad 
thing as a correction is badly 
needed on the Indian markets. 
The worry, though, is two-fold: 
Will the local speculators rule the 
roost when the riis are away? And 
will the riis come back with a 
similar big bang, or will they find 
other fish to fry as well as Indian 
stocks become more expensive 
than their counterparts in other 
emerging markets? 
KRISHNA GOPALAN 
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-WHAT IF #3: 


EARNINGS 
GROWTH 
SLOWS DOWN 


Valuations, a reasonable today, 
may go out of whack. 


justifications for the ongoing 

market rally is the meaty earn- 
ings that Indian companies have been 
dishing out quarter after quarter. 
These profits, coupled with increased 
efficiencies, lower leverage and better 
governance have made a case for the 
re-rating of Indian equity. However, 
if the earnings story falters, valua- 
tions will begin to look silly. 

In the April-June quarter just 
gone by, some worrying signals do 
emerge, although there’s little need 
to press the panic button. Sectors like 
automotive, engineering, metals and 
petrochemicals witnessed a softening 
in earnings in comparison with the 
previous quarter (January-March), 
perhaps because peak cycles seem to 
have passed in many of these indus- 
tries. After several consecutive quar- 
ters of non-stop growth, almost 
every major company in these sec- 
tors saw an earnings slip. According 
to data from Enam Research, au- 
tos for instance witnessed a 13 per 
cent dip in sales and a 7 per cent dip 
in net profits quarter on quarter 
(QoQ), with Ashok Leyland, Tata 
Motors and Tvs Motors leading the 
dip. In engineering, the QoQ slip- 
up in earnings is 70 per cent, and in 
petrochemicals it is 37 per cent, 
thanks in no small measure to the 
flare-up in crude prices, 

“This is a market that is being 
driven almost completely by senti- 
ment,” says Parag Parikh, MD, Parag 
Parikh Financial Advisory Services. 


(): OF THE MOST CONVINCING 


106 BUSINESS TODAY SEPTEMBER 11 2005 


While Year on Year growth is solid, the first quarter 
has seen sales and profit momentum falter 
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“The problem is that there is a lot of 
money chasing too few key scrips,” 
he adds. “People are not looking 
at the results, which are already re- 
flected in the price of several scrips.” 
But is it all doom and gloom? 
Another analyst points out that as 


far as year-on-year growth goes, 
most companies have shown im- 
pressive results. But then, as Parikh 
asks: “What will happen if oil hits 
$80 (Rs 3,520) in a few months?” 
Shudder, shudder. 

KUSHAN MITRA 
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-— WHAT IF 74: THE LEFT CONTINUES TO PLAY SPOILSPORT 


Reforms will be delayed, even reversed. 


OLITICAL UNCERTAINTY WAS 
pss a given for the United 

Progressive Alliance (UPA). But 
when one of its key allies, the Left 
parties, begins throwing spanners 
in a host of initiatives, from pri- 
vatisation to reforms in the banking, 
pension and labour sectors, to air- 
port modernisation, the P in the 
UPA contraction sticks out like a big 
joke. Last fortnight, rumours did 
the rounds in the capital that 
Manmohan Singh was becoming 
increasingly disillusioned and des- 
pondent about his inability to push 
through economic reforms, and that 
this could even persuade him to 
quit as Prime Minister. Luckily, 
these stayed just rumours. But 
there's no denying that the com- 
munists have already taken a toll 


< WHAT IF #5: 


THERE'S AN 
OVERSUPPLY 
OF IPOs 


Coupled with a slowdown in foreign 
inflows, this could depress prices 
across the board. 


public offering (IPO) of HT 
edia, publishers of the na- 
tional daily Hindustan Times, was 
oversubscribed 16 times—despite 
sundry analysts expressing their 
concern about its stretched valuation 
(a price-earnings ratio of 44 on 
2005 earnings at the upper end of 
the price band of Rs 530), the pro- 
moters would have had enough 


| AST FORTNIGHT, WHEN THE INITIAL 


of the country's plans to push 
through reforms. 

On August 16, the government 
formally called off its plans to pri- 
vatise 13 profit-making public 
sector undertakings (PsUs) through 
strategic sale of equity. Minister 
of State for Finance, S.S. 
Palanimanickam, stated in a written 
reply to Rajya Sabha: *In keeping 
with the National Common 
Minimum Programme (NCMP) 
guidelines, it has been decided to 
call off the process of disinvestment 
through strategic sale of 13 profit- 
making Psus.” 

What is worse is privatisation— 
whether through a strategic sale or 
a public float—is now unlikely to 
remain a part of the government's 
agenda. The upa’s decision to 


reason to party. So would the hon- 
chos of companies like Sasken 
Communications and Vivimed Labs, 
also arguably aggressively-priced is- 
sues, and also hugely over-sub- 
scribed. The question, then, on the 
lips of one section of market watch- 
ers: With the markets at the levels at 
which they are—the Sensex is near- 
ing 8,000 and a correction is 
inevitable—how much of an upside 
exists for investors who've pumped 
their moolah into these POs? Not 
much, for sure. 

The good news may appear 
that there's an enormous appetite 
for IPOs, which is reflected in the 
oversubscription figures (Sasken 
for instance was oversubscribed 
78 times). But what isn't quite so 
apparent is that the success of the 
more recent issues is probably at 
the cost of earlier rounds of IPOs, 
which showed heady appreciation 
over their issue prices, only to re- 
treat quietly as much of that same 


temporarily halt the disinvestment 
of Bharat Heavy Electricals Ltd 
(BHEL) is a case in point. In the case 
of BHEL, it was a public float and 
not a strategic sale that was being 
considered. It was not privatisa- 
tion but a mere disinvestment of a 
10 per cent stake (without losing 
majority control) that was pro- 
posed. But the Left parties—they 
have 64 MPs in the 543-member 
Lok Sabha—obviously think such a 
move is sacrilegious. 

The Left will continue to extract 
its pound of flesh since the UPA has 
no choice but to depend on its sup- 
port to remain in power. With elec- 
tions due in the Marxist bastions 
of West Bengal and Kerala next 
year, the future isn’t exactly rosy. 

SAHAD P.V. 


money perhaps begins chasing 
newer issues. Examples: Consider 
Nectar Lifesciences’ June IPO, 
which had an issue price of Rs 
240. The stock hit a high of Rs 
303 in a month, and now quotes in 
the sober Rs 260 levels. Or con- 
sider Jet Airways. Issue price: Rs 
1,100. All time high after that: Rs 
1,379. Last fortnight? Rs 1,170. 
It gets worse for lesser IPOs . 

So even as July iPOs like Vivimed 
and IDFC show 200 per cent and 
100 per cent appreciation over their 
issue price, respectively, you have to 
wonder: What will be their fate 
once a huge number of public is- 
sues—many of them with plans to 
raise thousands of crores—hit the 
market? Here's some perspective: In 
2005, up to mid-August, some Rs 
12,540 crore worth of public of- 
ferings had hit the market. If you 
think that's huge, according to 
Prithvi Haldea's Prime Database, a 
jaw-dropping Rs 74,000 crore of 
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mivan WHAT IF 76: THE SCAMSTERS ARE BACK 


They may or not be around, but retail investors should be ultra-cautious at these levels. 





issues are waiting to storm D-Street. 
Inevitably, there will be muckloads 
of smaller companies hitching onto 
this bandwagon. The average size of 
public issues in April-June 2005 
was just Rs 155 crore. You can’t 
assume that these issues are of du- 
bious quality, but the chances of 
less fundamentally sound compa- 
nies raising money are increasing. 
The paradox is that if mega-issues 
storm the market—perhaps at a 
time when foreign investors see 
more lucrative returns elsewhere— 
there might not be enough takers. 

BRIAN CARVALHO 
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business channel are chanting 

the phrase “retail investor” in 
every other sentence, it’s with good 
reason: They're probably hoping 
that the Joes and Janes come in 
to fill the breach just in case Mr Fit 
flies by the fortnight. There's little 
doubt that the country is decid- 
edly underweight on equities, with 
just 1.5 per cent of public wealth 
invested in equities (as of 2004). 
That has to, and will no doubt, 
increase, but the advice for the 
small investor is clear-cut: Please 
don't try to correct that under- 
weightage at these levels, when 
the Sensex has breathlessly nosed 
towards the 8,000 mark, and ap- 
pears visibly to be out of breath. 

Historically, the retail investor 
has this suicidal habit of joining a 
bull run when pretty much 70-80 
per cent of the rally is done. One 
phase of the current rally may well 
be nearing its end right now, and a 
15-20 per cent correction is on 
the cards. Any retail investor en- 
tering now—enticed by heady 
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projections for the Sensex—such as 
16,000 by none other than a Sebi 
official!—will burn his fingers, at 
least in the shorter term. *A re- 
tail investor must have a 24-36 
month timeframe at this time. If he 
is looking to make a quick buck, it 
is better for him to stay away," 
says Amit Rathi, Director, Anand 
Rathi Securities. 

Rathi's point is that although 
there will be volatility in prices in 
the near term, the long term bull- 
ish trend is very much on. *This 
rally is not a bubble," states HDFC 
Bank's Head of Equities and mar- 
ket analyst, Abhay Aima. However, 
he does caution that *Overall, 
crude oil prices coupled with the 
fact that there is still an issue of 
over-valuation in some cases are 
concerns." Perhaps Ashok Kumar 
of Lotus Knowlwealth sums it up 
best when he says: “If an investor 
has not invested to date in this 
rally, he would do well to sit on 
the sidelines." Let's hope there's 
somebody listening. 

KRISHNA GOPALAN 


WHAT IF 777: THERE'S A LAND GLUT 


There might not be enough demand to take in supply. 


mind-boggling: 32 textile mills — 

12.5 million square feet — Rs 
10,000 crore. If the development 
of Mumbai's private mills does get 
the green signal, the city would be in 
for a massive bout of urbanisation 
and real estate creation. The danger: 
If all this supply enters the market at 
one go, demand may not keep pace 
along with supply, and prices will 
crash. But few developers and in- 
vestors are worrying about that dis- 
tant prospect. After all, prices— 
across India—are shooting through 
the roof: In Gurgaon, high-rises are 
booked out months before con- 
struction starts and in Bangalore the 
new airport might be three years 
away, but that hasn't stopped land 
prices on the Devanhalli road from 


Ts EQUATION IS SIMPLE AS WELL AS 


trebling or quadrupling in the last 
18-24 months. Can the momentum 
be maintained? “True, several de- 
velopers have highly leveraged debt 
for the development, but on the other 
hand demand still outstrips supply, 
and almost all new developments get 
sold out in no time", says Anuj Puri of 
Chesterton Meghraj, a Mumbai based 
real-estate consultancy. 

It appears like boom times, but 
that's exactly how it was a decade 
ago. A couple of years down the 
line, by 1997-98, prices had tanked, 
and didn’t stabilise again till 2000. 
Can a similar bust-up happen? There 
may be some degree of speculation 
under way. “Look at the retail space 
that has come up on the Mehrauli- 
Gurgaon Road," suggests Anshuman 
Magazine, MD, Cushman & 
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Wakefield India. “This is a case of 
supply chasing demand. There is a 
problem of oversupply...” Another 
potential dampener is the total lack 
of infrastructure, right from drains to 
roads. Perhaps if the infrastructure 
came first, and then the develop- 
ment—as in China—the current real 
estate boom would appear even 
more convincing. 

KUSHAN MITRA 
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Chasing 


A Rainbow 


The Tatas have their CDMA operations as their 
primary growth vehicle. The Aditya Birla group is 
largely commodities-driven. Why then have the 
two upped their stake in Idea Cellular, the #5 
player in the wireless sweepstakes? Answer: 
There's value, stupid. BY KRISHNA GOPALAN 










ND CHANCE IN THE HIGH-STAKES M&A 
a, any investment banker will tell you, 
r unheard of. So last fortnight, 
en the Tatas and the Aditya Birla group 
i increase their respective stakes in 
Hular more than a year after 
S Gingular Wireless put its 33 per 
yen stake on the block—the 
T Birlas now hold half of 
» Idea’s equity and the Tatas 
48.91 per cent—they 
doubtless would have 
considered themselves 
very lucky to have got the 
opportunity, After all, the 
duo of Singapore 
Technologies Telemedia 
(STT) and Telecom 
| Malaysia (rM) had all but 
sealed the deal for the 
Cingular stake; they, how- 
ever, hadn’t reckoned with 
^ the Department of Tel- 
ecom, which scuttled the 
transaction because STT is 
completely owned by 
Temasek. Temasek also 

' holds 65 per cent in Singtel, 
'! which, in turn, holds a little 
over 30 per cent in Bharti. 
The Tatas and Birlas 





didn't take too long 
to throw their hats 
into the ring the sec- 
ond time round—it 
took them just a fort- 
night to conclude that 

a hike in stake in Idea 
Cellular made immense 
sense. A notice to the 
stock exchanges on July 
30 from the Aditya Birla 
Group company, Indian 
Rayon, said that Cingular ' 
had offered to sell its hold- 
ing in Idea Cellular to the | 
Aditya Birla Group and 
Tata Industries for $300 
million (Rs 1,320 crore) at 
Rs 17.50 per share. 

Now, naturally you have 
to wonder why wasn't the Birla- 
Tata combine—unflatteringly 
dubbed Batata till not too long ago— 
keen on buying out Cingular the very first time the 
opportunity arose. Considering Idea’s steady 
improvement in performance since then, valuations 
would surely have been more attractive then (for in- 
stance, EBITDA—earnings before interest, depreciation 
and tax—has increased to Rs 874 crore for FY05 from 
Rs 392 crore the previous year, and the subscriber base 
has shot up by 38 per cent over the same period). The y 


STT-TM combine may have agreed to a $390 mil- 
lion (Rs 1,716 crore) deal, but that also included an 
infusion of fresh equity, which, in effect, meant they 
were paying for a 47.7 per cent holding. The Tata- 
Birla combo could have snapped up Cingular's 33 per 
cent for just around $250 million (Rs 1,100 crore) at 
that time. 

Analysts point out that the Tatas might have 
been hesitant a year ago to commit more to Idea sim- 
ply because they had cast their weight behind a 
CDMA-based national rollout, which involves a total 
investment of Rs 20,000 crore. The Birlas, for their 
part, appeared to be more focussed on commodi- 
ties—cement, aluminium, yarn—a notion the 
acquisition of Ultratech Cement (L&T's cement di- 
vision) for Rs 2,200 crore only sought to reinforce. 
GSM-based telephony, it appeared, didn't fit into 
the Tatas’ telecom blueprint; and indeed telecom it- 
self didn't seem to have a fit in the Aditya Birla 
Group's strategic scheme of things. 


Creating Value 

It does now, for sure. Today, the value created by Idea 
Cellular is more apparent, and appears more sustain- 
able than a year ago. “Idea has created value and go- 
ing forward, there is certainly more value to be created. 
It is a good business," emphasises Tata Industries 
Managing Director Kishor Chaukar. Idea Cellular 
has 5.72. million subscribers and accounts for a market 
share of a little over 12 per cent in the GSM space. More 
importantly, it has for the first time registered a net 
profit of Rs 76 crore against a whopping loss of Rs 236 
crore for fiscal 2004. “Our EBITDA too has grown by 
a healthy 64 per cent and we today enjoy an EBITDA 
margin of 37 per cent, which is higher than Bharti’s,” 
points out Idea Cellular ceo Vikram Mehmi. Besides, 
all the circles, with the exception of Haryana, are 
profit-making today. 

If a doubt still lingers regarding the Tatas’ com- 
mitment to Idea, in the face of the huge investments 
lined up in the CDMA (Code Division Multiple Access) 
space, Chaukar duly rubbishes it. “The fact remains that 
over the last four years, both the GSM and CDMA mar- 
kets have grown and there has been value in both," he 
rationalises. Indeed, India has been the fastest growing 
wireless market and there has been a clear buzz about 
the untapped potential in it. Evidently, neither the Tatas 
nor the Birlas want to miss out on this opportunity. For 
the Birlas, the way forward on Idea Cellular is amply 
clear. *We would like Idea Cellular to be a top class 
operation," says Sanjeev Aga, who is the Birla nominee 
on the Idea board. He adds that the focus would be to 
build a robust, durable and profitable business. 

The way forward is clearly in that direction 
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with an entry into three new circles, Uttar Pradesh 
(East), Rajasthan and Himachal Pradesh, which 
will become operational by the end of the current 
fiscal, Whilst capital expenditure for the eight ex- 
isting circles for 2005-06 is Rs 1,300 crore, which 
is twice that of the previous year’s investment, an- 
other Rs 300 crore has been set aside for the new 
circles. Mehmi points out that the EBITDA of 
Rs 1,100 crore that’s expec- 
ted to be generated in the 
current year will be good 
enough to take care of the 
capex requirements. 

The licences for the new 
circles came with the acquisi- 
tion of Escotel last year. 
Escotel earlier had won these 
at the time of the bids for the 
fourth operator licences. 
Clearly, a large part of Idea’s 
growth has come through 
M&A, starting with the merger 
of Tata Cellular and Birla- 
AT&T. Then came the buyout 
of RPG’s operations in 
Madhya Pradesh and the big- 
bang Escotel acquisition. 
Evidently, future M&A strategy 
will revolve around getting 
in high-quality subscribers 
with, more importantly, cir- 
cles that are contiguous. This 
comes at a time when there 
has been more than just a buzz that Idea Cellular is 
keen on offering services in Mumbai (in the wake of 
the acquisition of BPL Communications by Essar 
Teleholdings). If that materialises, things could 
change dramatically for Idea Cellular considering it 
enjoys a position of comfort in the Maharashtra cir- 
cle and is doing well as the fourth operator in 
Delhi too. An entry into Mumbai will ensure that it 
will be among a handful of service providers having 
a presence in both Delhi and India’s financial cap- 
ital. This is apart from the fact that both Spice and 
Aircel have operations that Idea is closely eyeing. 

India, as it is, has had a hectic pace of M&a activity 
in the telecom sphere. As Gartner’s Principal Analyst 
(Telecom) Kobita Desai puts it: “Consolidation will be 
dictated by scale and service offerings. In the short-term, 
there will be some regional players, but the market 
environment is not conducive for them to run 
sustainable businesses.” 

If there is one glaring shortcoming in the Idea 
strategy, it’s the absence of a pan-India presence, 
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which Bharti, for instance, enjoys. But, as Mehmi 
points out, the vision of the company is less about foot- 
print and more about profitability. “At the end of 
the day, profitability is key and we exist because of our 
consumers,” he says. 

Obviously, both the Tatas and the Birlas have seen 
merit in investing in Idea Cellular and that is not with- 
out reason. Not being in Indian telecom today is an 





Birla’s Aga (L) and Tata’s Chaukar : An idea whose time has come 


opportunity lost. According to Ravi Menon, Director 
and Co-Head (Global Investment Banking), HSBC 
Securities, the Indian telecom model today is about 
increasing minutes of usage (MoU), which, in turn, 
calls for more investments in networks. “It is a large 
market with low average revenue per user (ARPU) figures 
and is still profitable. India is one of the most exciting 
wireless markets in the world and operators have 
shown how a market with high potential and low 
ARPUs can be converted into a profitable business.” 

The Idea Cellular deal is still hot off the oven and 
Chaukar thinks it should be concluded by November. 
Understandably, since the deal is between partners, 
it is expected to be wrapped up smoothly. Going for- 
ward, could the much-talked about public offering be 
an option? “We will take a final call after the deal is 
consummated. An initial public offering (P0) is only 
one of the options. In fact, there are plenty of op- 
tions,” he says cryptically. Indian telecom is rarely de- 
void of surprises and the Idea Cellular deal only 
seems to confirm that axiom. fl 
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The ailing National 
Textile Corporation has 
raised more than 

Rs 2,000 crore by 
selling mill land in 
Mumbai. Now, it wants 
to invest a large part of 
that windfall in reviving 
its ailing mills, never 
mind that there’s 

Rs 10,733 crore in 
accumulated losses k d 
to deal with. nae 
BY KUMARKAUSHALAM 


N NATIONAL TEXTILE 
Corporation’s (NTC) bleak 
existence, there haven’t been 
five months like what it wit- 
nessed between March and 
July this year. In those 153 
days, the corporation, cobbled 
together in 1974 by nationalising 
loss-making textile mills across the 
country, raked in a whopping 
Rs 2,021.57 crore from the sale of 
47.69 acres of textile mill land in 
Mumbai. That’s more money than 
NTC—officially a basket case since 


SHOME BASI 


1992, when it was referred to the 
Board for Industrial and Financial 
Reconstruction (BIFR) for a revival 
plan—has ever made in its exis- 
tence. Better still, it has more than 
1,448 acres of textile mill land else- 
where in the country that could 
fetch another Rs 3,000 crore. 
(Actually, the figure could be higher 
because in Mumbai alone NTC has 
another 91 acres of land to go 
under the hammer.) Not surpris- 
ingly, then, there's a new glimmer 
of hope at the NTC headquarters in 
Delhi. Says its Chairman and Mb, 
K. Ramachandran Pillai: *The addi- 
tional income raised from the sale of 
land will go towards modernisa- 
tion of mills and vrs (voluntary 
retirement scheme) expenditure." 

Since April 2002, NTC has shut- 
tered 65 of its 119 mills, and retired 
47,723 of its 78,700 workers. The 
plan now, essentially part of the 
BIFR rehabilitation scheme, is to 
revive 51 mills. Here's how things 
are planned: Of the 51 mills, 22 
(employing around 12,000 workers) 
will be revived by NTC on its own at 
a cost of Rs 511 crore. The rem- 
ainder (29 mills, 13,000 employees) 
will be revived in partnership with 
private sector investors, who will be 
offered a majority stake of 51 per 
cent or 74 per cent. To critics of 
NTC's rehabilitation package, that 
seems like a perfect plan for 


MILLS OF HOPE 


throwing good money after bad. 
No doubt, things at NTC have 
been improving since 2001-02. For 
instance, annual production of yarn 
is up from 304 lakh kg to 443 lakh 
kg, net revenue has risen to Rs 577 
crore from Rs 412 crore, cash losses 
are down from Rs 404 crore to 
Rs 235 crore, and the wage bill has 
almost halved to Rs 271 crore. But 
NTC observers don’t think the imp- 
rovements justify another round of 
investment in assets that should ide- 
ally be just liquidated. Why? The 
global textiles market has become 
far too competitive for a player like 
NTC. It neither has the scale to be a 
low-cost manufacturer nor the tech- 
nological capability to be a differen- 
tiated player, selling specialised yarn. 
Indeed, even some of the most 
competitive mills in India, like S.P. 
Oswal’s Vardhman Spinning, are 
feeling the heat from giant Chinese 
exporters. Says Oswal: “China has 
scaled up its capacity, and the new 
quota-free market is throwing up 
new, intense competitors. The buyer 
is not looking at a company or a 
country, but simply a supplier from 
anywhere in the world who can 
compete in price, quality and deli- 
very schedule. But for fear of losing, 
we should not run away. Com- 
petition needs to be fought as much 
by the companies as countries.” 
To be fair to NTC, its partnership 


NTC has identified 29 mills for strategic private partnership. 


Here are some of the key ones. 
MILLS 

Kharar Textile Mills, Punjab 
Suraj Textile Mills, Punjab 
Mahalaxmi Mills, Rajasthan 


SELLING POINT 

Good demand for its yarn 

Proximity to Panipat handloom market 
Part of Bhilwara powerloom belt 


Shree Bijay Cotton Mills, Rajasthan Proximity to Ajmer handloom market 


Dhule Textile Mills, Maharashtra 
Aurangabad Textile Mills 


Exports 20-count yarn 


Smaller, but has good labour relations 


plan does seem innovative. Here’s 
how it will work: a special purpose 
vehicle (spv) will be created for each 
of the partnerships, and NTC will 
hold equity as a sleeping partner 
in the spv, which, in turn, will pay 
NTC quarterly or monthly lease 
rentals. NTC is even willing to offer 
these mills without any liabilities 
(including workers). 

Yet, its hopes of partnering with 
the private sector may get dashed. 
Reason: While the mills up for part- 
nership may be the more efficient 
ones within the NTC system, they are 
hardly comparable to the more ef- 
ficient mills in the private sector. 
“The era of reviving mills with ob- 
solete machinery and looms is 
over," says S.L. Saraf, a Surat-based 
textile entrepreneur, who worked 
with NTC as a sales manager for 13 
years—1972 to 1985. “The deep- 
rooted problems of NTC have no 
cure, and I don't think NTC's idea of 
roping in private partners will have 
many takers." Adds Vijay Mathur, 
Director, Apparel Export Promo- 
tion Council, and another former 
NTC employee: “Many NTC looms 
(Mathur worked at the Burhanpur 
Tapti mills in. Madhya Pradesh bet- 
ween 1979 and 1987, when the 
mill was gutted in a fire) were over 
50 years old; some in MP produced 
as little as 32-35 metres of fabric in 
three shifts.” 





115 


SEPTEMBE ! H BUS 


DU 


SOUMIK KAR 





TEXTU 


The irony is that, in private, 
even senior government officials 
admit their worst fear is the mills 
turning sick soon after modernisa- 
tion. So why does the government 
want to go ahead with this elaborate 
circus of trying to revive NTC? The 
answer is obvious: NTC's revival has 
nothing to do with the economics of 
India's textile industry, but every- 
thing to do with the workers' pol- 
itical clout. At last count, NTC had 
26,317 workers, affiliated to more 
than 250 trade unions. While that's 


a significant votebank for any gov- 
ernment, for a Left-supported 
administration, it's an even bigger 
issue. Besides, as a government offi- 
cial adds, "(The revival) is legally 
binding on the government because 
of our commitment to the courts." 


Sins Of The Past 


Many of NTC's current ills can be 
traced to its genesis. Back in 1974, 
when the government, in a fit of 
political bravado, decided to take 
over sick textile mills almost aban- 
doned by the private sector, the 
idea was to save the 1.5 lakh jobs at 
stake in 18 states and make these 
mills competitive by modernising 
them. However, when the mod- 
ernisation bill was put at between 
Rs 3,000 and Rs 4,000 crore in the 
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KEY MILLS SLATED FOR MODERNISATION 

















Minerva Mills, Bangalore 

Finlay Mills, Mumbai 

Podar Mills, Mumbai 

Sri Rangavilas S&W, Coimbatore 
Kerala Laxmi Mills, Trichur 


Cannanore SPG & Weaving Mills, Cannanore 20.2 


Coimbatore Murugan , Coimbatore 


* Figures in Rs crore 


1980s, the government realised that 
it had bitten off more than it could 
chew. As a result, the government 
invested just Rs 512 crore in NTC 
between 1974 and 1992, although 
it continued to spend significantly 
more on worker salaries (Rs 5,507 
crore between 1974 and 2004). 
Between 1974 and 1995, the 
textile ministry did come up with 
three or four rehabilitation packages, 
but none of them could be imple- 
mented, as the state governments 
weren't willing to allow sale of mill 
land. It was only in 2001 that the 
government mustered the courage 
to shutter unviable mills under the 
Industrial Disputes Act. That year, 
the government did have an opp- 
ortunity to liquidate NTC, but pol- 
itical exigencies (besides the fear of 


MODERN. 
COST* 


63.29 
38.07 
36.89 
28.66 
20.64 


41,040 
32,808 
38,400 
42,844 
34,560 
23,328 


10.65 15,552 


NTC's Finlay (L) ane : 
Last year Finlay's ®6tton-was gWe 
a rare marketing push 





NTC's prime real estate assets passing 
on to the inefficient liquidation 
process) ensured that no such thing 
was done. Instead, the government 
came up with a revival package, 
which involved converting govern- 
ment loans worth Rs 2,542.79 crore 
into equity and waiving off interest 
dues of Rs 1,454 crore. 

Can the revival package help 
NTC achieve what it hasn't been 
able to for more than 20 years, and 
which is to become a globally com- 
petitive and profitable manufac- 
turer? The modified Birr plan does 
envisage NTC wiping off its accu- 
mulated losses of Rs 10,733 crore in 
another 10 years. But there are no 
guarantees from anyone whether 
by 2015 this white elephant would 
learn to dance. Im 







SPINDLES YARN PRODUCTION 
PER DAY (KG) 
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The first name and the last word in 
tiles. Kajaria. India's only Superbrand 
among all the biggest players in the 
industry. In just 17 incredible years, 
Kajaria is today the unmistakable 
leader of quality and innovations. 
B With over 5000 dealers reaching out, 
beyond India, to 20 countries across 
the globe. And if that wasn't reward 
enough, Kajaria has been awarded 
ISO 9001 for quality, ISO 14001 
for maintaining environmental 
standards, OHSAS 8001-2001 for its 
strict safety systems and SA 8000- 
2001 for social accountability. 
Correct, Kajaria leads by example. 


HK Kajaria 


: 
E 
i 
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Kajaria Ceramics Ltd.: J-1/B-1 (extn.), Mohan Co-op Indi. Estate, Mathura Road, New Delhi - 110 044. www.kajariaceramics.com 





Dt 





Irwin Gotlieb 
Chairman & CEO/ Group M 


E IS KNOWN AS THE SMALL 

Giant in Us media circles. 

Indeed, his diminutive 

figure defies his unassail- 

able status in the global 
media investment management 
(he dislikes the term media buying) 
business. Irwin Gotlieb, Chairman 
and CEO, Group M, presides over 
the world’s top four media buying, 
sorry, management agencies, 
Mindshare Worldwide, Media- 
edge:cia Worldwide, Maxus and 
Mediacom. By some estimates, the 
total billings of these agencies stood 
at around $52 billion (Rs 2,34,000 
crore then) in 2004. 

Gotlieb is credited with 
unbundling media buying respon- 
sibilities from tbe creative agency. 
In September 1999, be was roped 
in by Sir Martin Sorrell to turn 
around the consolidated media 
resources of JWT and Oc*M; in 2004, 
he was elevated to bis present post. 
Gotlieb was on a two-day visit to 
India and Bt's Archna Shukla 
caught up with him to discuss the 
new challenges for communica- 
tion business in general, and Group 
M in particular. Excerpts: 


It's a little out of the ordinary that 
the worldwide CEO of the world's 
largest media and communication 
management house comes to Asia 
and visits only India. Is India that 
important in Group M's scheme of 
things? 

This was supposed to be an Asia 
visit, but it had to be cut short 
because I have to reach London on 
Thursday (August 18). I still go 
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for client meetings and hence, cannot afford 
the luxury of being away from business 
for a longer time. As far as India’s impor- 
tance is concerned, it is one of the most 
important markets for Group M. 


Martin Sorrell believes Asia is where the future 
is. He had identified China and India, in par- 
ticular, as new centres of economic gravity. 
Martin talks about Bric (Brazil, Russia, 
India and China) countries. For me, it’s 
only India and China. 


What's their share (in Group M's global billings)? 
India contributes around 5 per cent to our 
total revenues. But that’s not what is 
important in the longer term. India is 
important from three standpoints. First, 
the sheer market size; second, the untapped 
business potential; and third, its talent 
pool. There are a number of Group M 
global functions that we have already cen- 
tralised in Bangalore, like our market 
research division called Advance Techniques 
Group. This is the global analysis data cen- 
tre for Group M worldwide. It is involved 
in high-end market econometric analysis 
used by several of our clients and even 
some of our competitors across the world. 
We have come to the understanding that 
there is a lot of quantitative talent available 


© India Will Surpass US 
11 As The Biggest 


in India, which is unmatched globally, 
and we intend to invest more in strength- 
ening this talent pool. 


Population might be an attractive proposition for 
consumer businesses, but does it actually pres- 
ent an opportunity for media planners and buy- 
ers, given the fact that 40 per cent of the coun- 
try is still in the dark as far as media is con- 
cerned? And even among those who have access 
to media, around 50 per cent is still pretty un- 
evolved as far as media-habits go. 

Answer my question first: How many TV 
households does India have? 


Around 108 million households, according to the 
National Readership Survey. 

Well, our reading is that India has 100 
million Tv households. The us, which is 
the biggest media market globally, has only 
109 million. I am sure by the end of the cur- 
rent year, India will surpass the us and be 
the biggest market. And imagine what hap- 
pens when even this 40 per cent media-dark 
population is brought to light. 


But the US advertising industry, at around 
$141 billion (Rs 6,20,400 crore), is many 
times bigger than India, which is only around 
$3 billion (Rs 13,200 crore). 


Agreed. Low per capita income and 
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spending power will remain growth 
constraints for some time to come. 
Yet, what I identify as the biggest 
problem in the Indian market is the 
conspicuous absence of a national 
marketing culture. India still doesn't 
have a full-fledged branded products 
market. Developed markets are big- 
ger simply because they have more 
branded products, which need 
broad-scale marketing and adver- 
tising and hence, bigger media 
opportunities. 

India certainly lacks this matrix. 
The country has many MNCs and 


new products present a unique 
opportunity that augurs well both 
for marketers and media managers. 


What has been Group M's experience in 
China, given the restrictions under 
which the media and advertising 
community operates? 

There is no simple answer to this 
question. Indeed, operating in India 
is a lot easier, with no or little gov- 
ernment intervention. But then, we 
are there to help clients in difficult 
situations. We deploy the available 
media tools to service clients’ strate- 





raised about the efficacy of peopleme- 
ter-dependent and TRP-centric analysis 
of brand exposure on TV. Here in India, 
we have a difference of opinion over the 
most basic of things—the total number 
of TV households. What's your take 
on all this? 

I would like to make a comment 
here. It's good to have laser preci- 
sion, but if all you have is a blunt 
pencil, you have to make do with it. 
All you have to ensure is that you 
make an effective use of the avail- 
able information, and not misuse 
it. You see, we are in a business 
that is quite quantitative in nature. 
And it is also to a good extent 
intrusive. Finding a balance between 
the two is the key to the game. The 
most appropriate level of precision 
is difficult to get. Till the time we 
get tools that can give us exact me- 
dia buying measurements, we will 
have to add some bit of our intu- 
ition to our decisions and rely on 
our comfort factor. And, it's cer- 
tainly not an unscientific way of 
going about the business. 


Technology is becoming quite threat- 
ening for media managers, with inter- 
active TV, TiVo, DVRs and the likes 
increasingly gaining currency among 
consumers. Add to that the audience 


7**"India is important from three standpoints —its sheer market 
size, the untapped business potential and its talent pool" EEEEEEEENEEEEN 


global companies, which, accord- 
ing to me, is the next stage of evo- 
lution for an MNC. A lot of our 
global and myc clients are keenly 
looking at new and growing mar- 
kets because of the reasons I men- 
tioned just now. And with incr- 
easing prosperity and the prop- 
ensity among consumers to buy 
bigger and better, the scenario will 
only improve. 

The degree of underdevelopment 
on the branding side and the 
opportunity to create a market for 
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gic needs. So, if communication 
options are limited, we try and find 
out means to make the best of them. 
Besides, there is no restriction on 
making use of available opportu- 
nities in China either. 


Let's turn our focus to some of the 
media buying practices. Media buying 
largely remains an intuition-driven busi- 
ness despite the evolution of so many 
scientific tools. The comfort factor with 
media owners plays a big role in strik- 
ing deals. Also, a lot of questions are 


fragmentation across and within media. 
Do you think media buyers will have to 
rediscover their entire business model or 
at least acquire new skill sets to take on 
these challenges? 

I am a cup-half-full person. Media 
proliferation certainly doesn't make 
my job easier. On the contrary, it 
requires me to be on my toes all 
the time. But at the same time, it 
presents enormous opportunities, 
too. For instance, it allows me to 
target my consumer more 
effectively. And it allows me to 
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Why did 
the chicken 
cross the road? | 
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Can't seem to find the answer? Well we say it's much simpler than what a business head needs answers to, 
such as: Which customers are more likely to be your repeat customers? Why do some of your customers 
cross over to competition? Are your customers satisfied? How accurate is the Sales forecast that your sales 
team has given you? Are you really making money on the products and services that you sell? 
What marketing activities give you more leads, business? And more! 


Well, we at ADAPTcrm"" have a solution that can answer all your questions. To know more and find answers to 
your key questions get in touch with us today. 


ADAPTcrm™ is Ideal for e Manufacturing * Distribution e Retail AD APT 
« Pharma « Banking e Insurance e Telecom e Call Centre “d 7 
e Real Estate « Services « Hospitality « Consumer Durables CRM for your growing business 


PRE-SALES è SALES è MARKETING e SERVICE è COLLABORATION 


ADAPT Software IAP India Private Limited 1110 DLF Galleria, DLF Phase 4, Gurgaon, Haryana - 122 002 Tel: +91 124 5050621, 5518973-74 
+91 9811305200 Email: sales@adapt-india.com Website: www.adapt-india.com © Copyright 2004. ADAPTcrm™ is registered trademark of ADAPT Software Applications, Inc 
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trade with clients and media buyers 
more effectively. Fragmentation 
also means better dispersion of 
information. DVRs (digital video 
recorders), for instance, stand for 
media consumption at leisure in an 
I-want-it-my-way kind of manner. 
This also means that when con- 
sumers decide to see a commercial, 
they will seek better information 
and absorb it better, too. So there, I 
can place a luxuriously filmed two- 
minute ad of a Ford car in which all 
the minutest details of the machine 
are on display. It will surely leave a 
brand imprint in the consumers' 
mindspace, which is all I want. 


Another big challenge seems to be retail. 
Reports say that in the US around 20 
per cent of P&G's sales happen through 
Wal-Mart and Sony sells 25 per cent of 
its PlayStations through Carrefour out- 
lets. How do you propose to combat this 
new enemy? 

I don't think retail is an enemy. 
Group M works for several of these 
retailers. They are our clients. I 
again look at it as an opportunity in 
disguise. Indeed, setting up distri- 
bution channels is our clients’ pre- 
rogative, but we can help them in 
tapping those channels for their 
communication needs. We can 


guide them about what methods to 
deploy to engage consumers 
through these new channels. 


Group M agencies have handled rival 
accounts in the past, but none would 
have been as challenging as Unilever 
and P&G, which will become a reality 
when Mediacom, practically, comes 
under Group M umbrella. 

We build our business on the fun- 
damental promise that conflict can 
be managed. It is no different from 
the challenges faced by law firms 
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and investment banks. 

What law firms or investment 
banks do for two rival clients is in 
no way less conflict-sensitive or less 
confidential. In this kind of a situa- 
tion, maturity and professionalism 
are key to managing business. We 
are structured as a group in order to 
build our scale. And building scale 
will, at times, necessitate handling 
conflicting clients. We have effi- 
cient conflict management tools 
and client standards in place to 
ward off any kind of unpleasant 
situation in this regard. 


d 
zS"The biggest problem in India is the absence of a national 
marketing culture. There is no branded-products market" EMEEN 


Are clients going to be the brand 
differentiators for various Group M 
agencies or will each evolve its own 
unique brand identity? 

The answer to this is yes and yes. 
Each of these media agencies already 
has its own brand image. And yes, 
each of them, to a large extent, is a 
reflection of the clients it serves. 1 
have never been smart enough to 
come up with any kind of posi- 
tioning for the various agencies I 
have worked with. My mandate 
always was to see, think and behave 


the way the clients do. 

But having said that, I also see 
the need for these agencies to have 
their own brand image as they 
compete with other rivals in the 
open market. In fact, they already 
have inherent differences in the 
ways they operate. Mindshare, for 
instance, has been built as a media 
shop designed to service global 
clients, across the markets they 
are present in. It has 41 offices 
operating across 34 markets in the 
world. The agency has a consistent 
list of clients across all markets 





and the strategy deployed in each 
and every market is absolutely the 
same. Mediaedge:cia, on the con- 
trary, has always been an agency 
for regional clients. Maxus was 
built for another set of reasons. 
It was designed to serve businesses 
that are different from country to 
country. Mediacom is a star in its 
own right and has recently been 
acquired. We have started work- 
ing on integrating it with our local 
businesses. We will see how we 
take it forward. 
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Metal 
Storm 


Tata Steel could be in for bumper profits, riding on the huge, 
sustained pick-up expected in consumption over the long term. 
Why, then, isn't Managing Director B. Muthuraman smiling from 


ear to ear? BY BRIAN CARVALHO 


WHY INDIA NEEDS TO 
CONSERVE IRON ORE 
RESOURCES 


In terms of reserves, India 
isn't amongst the top 5. . . 


Reserves (billion tonne 


Ukraine 
Brazil. 
AIRNE 
China 
Australia 
Kazakhstan 
India 

US 
Sweden 
Venezuela 
Others 
TOTAL 


Source: US Geological Survey 
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MUTHURAMAN SPENDS MOST OF HIS TIME IN MUMBAI THESE DAYS (WHEN HE 
isn't travelling, that is). It's only recently that the Managing Director of Tata 
Steel relocated to the third floor corner-room of Bombay House, the 
headquarters of the Tata group, from Jamshedpur, the manufacturing 
Q hub of the Rs 15,000-crore steel giant. The few days that he has been in the 
country's financial capital have provided Muthuraman plenty of opportunities to witness 
first-hand the infrastructure build-up taking place in this Shanghai wannabe and—what 


Current per capita steel consumption 


Source: Industry estimates 


.. -Yet exports of produced ore are pretty high relative to 
domestic consumption. . . 





...Raising the fear that reserves may not be enough to meet future needs, 


Per capita consumption in 20-25 years 
Per capita consumption in 50-60 years 300-400 kg Absolute steel consumption in 50-60 years 500 million tonnes 








1,2222 1,122 
Note: Figures are for 2003, in million tonnes. | 


30 kg Current domestic steel consumption 40 million tonnes 
200 kg Absolute steel consumption in 20-25 years 250 million tonnes 


Tata Steel’s Muthuraman: 


W 
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else—the increased usage of steel 
in such development. *Most of the 
buildings in the Bandra-Kurla com 
plex use more steel (than bricks 
and concrete). Even the new de 
velopment at the domestic airport | 
suspect would have a large steel 
component to it," observes 
Muthuraman. 

[he chief of Tata Steel is, of 
course, saying this in the context 
of the surge in steel consumption he 
expects in the country—not just 
over the next five years, not even 
just for the next 25, but for the 
next half a century. Consider: As the 
Tata head honcho sees it, per capita 
consumption in the country is set to 
explode from just 30 kg currently to 
around 200 kg in 25 years, and to 
all of 300-400 kg in around 50 
years. This will translate into a 
growth in steel consumption from 
40 million tonnes currently to 250 
million by 2030, to 500 million 
tonnes by 2050. 

Muthuraman says steel produc 
tion has entered a new phase of 
growth, which should average at 
least 5 per cent for the next 20 
years. This is against the 1975-2000 
period, when cumulative growth 
was just 1 per cent annually, and 
when the steel industry as a whole 
didn't make any profits. Rather, in 
the next 20-25 years, the industry 
will more or less replicate the 1945 
75 period, when cumulative annual 
growth was 7 per cent. This was 
because most of the now-developed 
world—us and Europe in the 
main—was creating its infrastructure 
then, an exercise that China, and 
India on a more modest scale, is 
undertaking now. Muthuraman in 
fact expects the current boom—on 
a much larger base of 1 billion 
tonnes—to be more sustainable than 
the one that began in 1945, prima 
rily because a country like China 
is creating infrastructure (roads, 
bridges, housing) and building cars 
for a total population of 1.2 bil 
lion people. [he us on the other 
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Muthuraman's Age of Discontinuity Starts Now 





















1200- The Early The 1*' The 1*3 The 24 
Years Plateau Surge | Plateau 
1,000 | 
| 
800 —\ | 
cu ZCAGR, un 
600 (T VIS / 
3 / CAGR \ VERY 
400 — AJ 
200 - 
^d. cec DEB dete e at Ne s 
1900 1910 1920 1930 1940 1950 1960 1970 1980 1990 2000 2010 2020 


hand had a population of 
just 250 million. Add the 1 
billion-plus people of India 
to the Chinese population 
and you have a sure-fire 
recipe for bounty profits. 
A significant chunk of 
the domestic steel indus- 
try's growth will come 
from the construction sec- 
tor. As K.V. Rangaswami, 
Whole time Director and 
Senior Vice President 
(Operations), Larsen & 
Toubro, says: *For the next 
15-20 years, I see plenty 
of demand for infrastruc- 
ture and expect a continu- 
ous upcycle for at least an- 
other 10 years." Automobiles will be 
another vital consumer of steel, 
where Tata Steel already has a 50 
per cent share of all vehicle manu- 
facturers (as well as a 43 per cent 
market share in ancillaries). 
That's exactly why Tata Steel 
is stepping on the gas as far as ex- 
pansions and new projects go. By 
2010, the company would have 
taken its total capacity to 15 million 
tonnes by expanding the Jamshed- 
pur facilities to 7 million, putting up 
new capacities of 3 million in Orissa 
and 2 million in Chhattisgarh, and 
by acquiring some more interna- 
tional capacity (in addition to 
NatSteel in East Asia), taking it 
up to 4 million tonnes. In the sec- 
ond phase, Jamshedpur will fur- 
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By 2009-10 


TATA STEEL'S EXPANSION PLANS 


Expansion at Jamshedpur Up to 7 million tonnes 








New capacity at Orissa 3 million tonnes — 





New capacity at Chhattisgarh 2 million tonnes - 

















Source: Company 


ther be expanded to 10 million, 
Orissa to 6 million and Chhattis- 
garh to 5 million tonnes. 

Of course, Tata Steel will be 
joined (along with other domes- 
tic players like sai and Essar) by 
two of the world's most high-pro- 
file steel makers, Mittal Steel and 
Posco, who are putting up mega- 
capacities in the country. The dan- 
ger, as many of the home-grown 
steel barons—including Muthu- 
raman—see it is not so much about 
competition or potential oversup- 
ply, but an apparent vested interest 
in exporting iron ore from India to 
other manufacturing bases. The 
fear: India's estimated 18 billion 
tonne reserve base of iron ore may 
dry up within this century. After 


International capacity 4 million tonnes 
TOTAL 16 million tonnes 

By 2015 

Jamshedpur ‘10 million tonnes — 
Orissa 6 million tonnes 
Chhattisgarh .. 5 million tonnes 
International . 4million tonnes 
TOTAL 25 million tonnes 


all, if India does produce 500 mil- 
lion tonnes of steel by 2050—that's 
a fourth of the total world's pro- 
jected consumption—it would req- 
uire some 600 million tonnes of 
iron ore per year by then. Muthu- 
raman is of the view that exports of 
iron ore should be banned, some- 
thing that China's steel policy 
clearly states, and something that 
most other countries in the world 
do not encourage. 

Clearly, almost everything seems 
to be in the Indian industry's favour: 
Increasing demand growth coupled 
with cost competitiveness, and the 
burning need for infrastructure cre- 
ation. The billion tonne question, 
though, is: Will iron ore supply 
eventually run out? If 
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On The Road With 





















A first-hand report on 
the World Bank president 
Paul Wolfowitz's first 
visit to the country, 
and his India agenda. 
BY ASHISH GUPTA 


HE RED CARPET TREAT- 

ment laid out for him 

on his first, four-day 

visit to the country 

would have made 
many heads of lesser states turn 
green with envy. As the World 
Bank President Paul Wolfowitz's 
25-vehicle cavalcade, complete with 
an ambulance and pilot car, sped 
off from Hyderabad towards 
Mahbubnagar, security seemed to 
be the state government's top 
concern. All along the 110-km 
drive, there were policemen guard- 
ing Wolfowitz's cavalcade. For 
good reason, too. Mahbubnagar is 
infested with Naxals, and only the 
day before, on August 17, the state 
government had announced a ban 
on the local Maoist group and 
seven other front organisations and, 
therefore, nobody was willing to 
take any chances on such a high- 
profile visit. Secondly, the Left par- 
ties—the Communist Party of India 
and Communist Party of India- 
Marxist, both allies of the ruling 
Congress—had taken to the streets 
in Hyderabad to protest 
Wolfowitz's visit. Besides shouting 
slogans like “Wolfowitz go back", 
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Guided tour: Taking stock of the Bank's work in Andhra Pradesh 


All ears: Up close with local self-help groups 


Prime Beneficiary 
India is the World Bank's biggest recipient of assistance. 


they burnt his effigy. 

Zut the security concerns didn't 
seem to unnerve Wolfowitz. A for 
mer Defence Undersecretary in the 
George W. Bush administration and 
American ambassador to Indonesia 
between 1986 and 1989, the Bank 
President of a little over two months 
displayed great zeal on his maiden 
visit. Much to the dismay of his se 
curity detail, the Bush administration 
appointee went about mingling with 
the local people. It was his way, it 
seemed, of checking out for himself 
the real impact of the Bank’s 
poverty alleviation projects in 
Andhra, where it has created half-a- 
million self-help groups over the 
last five years. 

Travelling in a government-pro 
vided bullet-proof Ambassador and 
flanked by two security guards ac- 
companying him all the way from 
the Bank's headquarters in Wash 
ington, D.C., the mathematics major 
from Cornell University made his 
first halt at the Mandal Mahila 
Samakya in Kosigi village of Mahb 
ubnagar district. After enjoying the 
vibrant welcome, which included 
a performance by traditional dancers 
and drummers, Wolfowitz got 
down to business at one of Andhra's 
most backward districts. First, he 
visited the single-room house of 
Manneamma, the president of 
Bramaramba self-help group (partly 
funded by the Bank) and chatted 
with her and her family members 
for more than 30 minutes, learning 
how her life and those of others 
in the community had changed 
over the years. Not for him the 


statistics trotted out by the local 


There's more of fresh assistance coming..  ..Butthe focus is still on infrastructure... —..in some key states. 
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CAN'T BANK ON THE LEFT 


Despite its noble intentions, the World Bank continues to draw flak from the Left 


from its own evaluation committees. 
OMETIME IN AUGUST LAST YEAR, THE 
J World Bank came out with its 
"India Country Assistance Strategy 
Report", identifying the operations the 
Bank intends to finance for the period 
2005-08. Posted on the net for a 
public debate, the report immediately 
came under fire from the Left parties, 
academics and the NGOs, who called 
for its rejection. The criticism ranged 
from insufficient time (the Bank gave 
people only a month to post their ob- 
jections), to a lack of complete infor- 
mation (guidelines for lending were 
not available) to pushing the privati- 
sation agenda in the power sector 


administration. He wanted to hear 
real stories from real people. 

While Manneamma explained 
how her life had changed after she 
set up a self-help group three years 
ago with Rs 25,000 (she now runs a 
tea shop and has three acres of land 
for cultivation, and her three chil- 
dren go to schools), Wolfowitz 
seemed visibly impressed. Later, 
seated with other members of the 
group, he heard stories from poor 
illiterate women telling him how 
access to cheap funds had helped 
them to purchase land, animals and 
finance the education of their chil- 
dren. But the biggest achievement 
for these women, he was told, was 
self-empowerment—knowing their 
rights and knowing who to con- 
tact in times of need. 

The hardline neoconservative 
and intellectual architect of the Iraq 
war was literally moved by the 
inspiring account of Magliamma, 
a disabled women, who had mob- 
ilised others like herself to form a 
self-help group in the adjacent vil- 
lage of Mushrifa. Another woman, 
Lata, reported that an initial loan 
from her self-help group had helped 
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despite demonstrated problems with 
the model. The Bank's plan to offer 
investments in hydro-electric generation 
was also seen as ignoring lessons from 
the past—the controversy that had 
erupted over the uprooting of thou- 
sands of villagers because of the con- 
struction of Sardar Sarovar dam in the 
Narmada Valley. The Bank's advo- 
cacy of a better legal framework to 
enable easy sale and transfer of lands 
for small farmers also did not go down 
too well with the Ncos. 

More recently, the Bank came un- 
der fire not only for its suggestion of pri- 
vatising Delhi's crumbling water supply 


THE BANK'S BIG PROJECTS 


A lot of money is going into infrastructure projects. 


NAME OF PROJECT APPROVAL 
DATE 


Lucknow-Muzaffarpur NH 1 Dec. 21,'04 June30,'10 620.0 
June 21,'01 Dec. 31,'06 5890 
AP Economic Restructuring June 25,'98 Sep. 30, '05 5432  — 
Mumbai Urban Transport June 18,'02 June30,'08 542.0 
National Highways III June8,'00 June 30,'06 516.0 


Grand Trunk Road 






Elementary Education April 20, '04 


raise her income. No wonder, then, 
a reassured Wolfowitz not only 
promised to provide another $260 
million (Rs 1,144 crore) for the 
next three years for the self-help 
groups of Andhra, but also main- 
tained that other countries of the 
world had much to learn from the 
Indian story. *These women," he 
said, *have by helping one another, 
learnt to go far beyond material 
concerns, and they have been able 
to defend their rights as women... in 
a way that probably couldn't have 
been imagined when this pro- 
gramme was started 10 years ago." 

Despite being the Bank's biggest 


parties, NGOs and, surprisingly enough, ` 


system, but also for intervening to the 
benefit of PricewaterhouseCoopers as. 
the consultants for the project. Cam- 
paigners say PwC's "blueprint for re- 
form" closely mirrors other Bank- 
funded water privatisation plans else- 
where in the world that failed to deliver. 
What the critics, however, forget is 
that if the World Bank's investments 
aren't delivering the expected impact in 
India, it is because of large 'leakages' 
at the state level. Otherwise, $3 billion 
or Rs 13,200 crore (which is what the 
Bank gave in 2004-05) should be 
large enough to materially impact the 
lives of India's poor. — 


CLOSING AMOUNT 
DATE (IN MILLION 
US$) 


Dec. 30,'07 500.0 


beneficiary (till the end of July 2005, 
the Bank had committed about $13 
billion, or Rs 57,200 crore, in 64 
projects), India can still do with a lot 
more assistance. As Wolfowitz him- 
self remarked on his arrival at the 
Hyderabad airport, “Despite all its 
increasing excellence in informa- 
tion technology, industry and com- 
merce, India remains home to more 
than a quarter of the world’s poor 
people.” In fact, the World Bank 
Group India Country Assistance 
Strategy (2005-08) talks of part- 
nering the government in reducing 
poverty, improving the standard of 
living of its people, empowering 
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"THE KEY IS RURAL DEVELOPMENT" 


The 10th President of the World Bank, the 61-year-old Paul Wolfowitz, spoke 
to BT's Ashish Gupta on the Bank and its India concerns. Excerpts: 


Why does the World Bank set strong conditionalities before granting loans? 
Actually, conditionality is not the right word to use. We are not here to 
tell the people how to run their country, what policy they should 
adopt. But you must understand that the money actually comes from tax- 
payers of developed countries and some of them are not so wealthy 
either. We are happy to help the poorest people in India, but we also 
want to make sure that the money is used properly. It is a reasonable 
demand, don't you think? 


What is World Bank's policy on subsidy? 

I don't think that the Bank has any policy on subsidies. Yes, we have 
done analysis that tells us the adverse impact of subsidies. Generally 
speaking, subsidies are very wasteful. But if you remove subsidies at one 
go, people who were benefiting from it would feel a lot of pain, espe- 
cially the very poor. Therefore, any policy on subsidy should balance the 
economic considerations that subsidies are wasteful with the social con- 
siderations that the disadvantaged people need some help. 


You met the Finance Minister and the Deputy Chairman of the Planning 
Commission. Have you promised them anything as yet? 

No, it wasn't that kind of a meeting. But we did discuss significant scal- 
ing up of the Bank's assistance to India. The assistance might be doubled 
in the next fiscal year. That is the commitment, but it does not mean that 
it will be spent this year itself. And we also talked about those areas that 
your government is interested in. The key area was rural development, 
which also includes rural infrastructure. On Bharat Nirman—key to ru- 
ral development—we have come a long way in terms of our discussions 
and we will be able to come to some agreement very soon. As far as 
development of urban infrastructure, it will depend upon whether 
the local constituents will be able to use the resources properly. The third 
issue we are looking at is the public-private partnership where the fi- 
nancial needs are very large. There is a lot of creative thinking being 
done. The government is talking about gap financing. You may have an 
infrastructure project, but the primary investment is so high and the risks 
so large that they need certain amount of government contribution and 
we are ready to move in that direction. 


Why is there a belief among many academics and NGOs that most of the World 
Bank policies are dictated by the US or western powers? 

Some amount of criticism will come whatever you do. The World Bank 
does represent the views of the shareholders and the us is the biggest 
shareholder, but not the only one. But my experience—a grand total of 
two-and-a-half months—has shown that the us and Europe see the Bank 
as a way of achieving common development objectives. The broader 
point is that all the shareholders are genuinely committed to helping 
countries improve the standard of living of their people, and the Bank 
is the institution where that common progress comes together. 
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A New Hat: Impressed by the projects, 
Wolfowitz has pledged more support 


communities, improving the effec- 
tiveness of government and prom- 
oting private sector-led growth. 
The $260 million commitment is a 
step in that direction. 

The country’s rural infrastruc- 
ture could see some help from the 
Bank. Says Wolfowitz: “The World 
Bank is determined to be of help 
as you scale up this effort (Bharat 
Nirman) to reach the millions of 
people needing better access to 
services in rural areas.” As it 
turned out, it wasn’t just all talk. 
Later when Wolfowitz visited 
Delhi to call on Finance Minister 
P. Chidambaram and Deputy 
Chairman of the Planning 
Commission, Montek Singh 
Ahluwalia, he promised $3 billion 
(Rs 13,200 crore) for rural infra- 
structure for the next three years. 

Any increase in Bank aid can be 
readily absorbed by India’s ambitious 
Bharat Nirman Project, which has an 
outlay of Rs 1,74,000 crore for ru- 
ral infrastructure development. 
Ahluwalia, in fact, made a case for 
the Bank investing at least a billion 
dollars in the project. That apart, 
Wolfowitz promised $325 million 
for the Maharashtra Irrigation 
Project and Rs 500 crore for up- 
grading drug labs in the country. 
The Bank may not be loved by all in 
India (see Can't Bank On The Left), 
but as the country moves to pull 
the lives of millions of its poor up by 
the bootstraps, the Bank could well 
prove to be an invaluable ally. Ef 
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Jemand for international Higher Educ 


"he global market for International Higher Education is 
estimated at US$ 27 billion. US, France, Germany, UK, 
Australia are main Exporters, while China, India, Japan, Korea, 

Taiwan are main Importers. India, as an Importer as well as 

Exporter of Higher Education Services, is registering a high 

demand for a diverse range of study modes. From full-time 

courses, Distance and e-learning courses, Corporate learning 
packages, to flexible learning programmes with the option of 
working whilst studying. 


Around 7 million 
students from India seek 
admission in higher 


education every year. 

According to 'Global 
Student Mobility 2025’, 
a research based forecast 
by IDP Education 
Australia, 70 per cent of 
the global demand for 
international higher 
education will — be 
generated from within 
Asia. With a compound 
annual growth rate of 
8.8 per cent, demand from India will grow from 77,000 in 2000 
to 629,000 in 2025. 

Studying abroad is an exciting experience; one needs to be 
ready with the required information and be reassured about what 
one expects to see when one reaches there. It is also important 
to sieve through the maze of information and focus on the critical 
data. Information about courses, institutions, locations, teaching 
profile, visas, scholarships, funding and loans, living there... it is 
necessary to keep the subject in its proper perspective and 
collate the information required. 


Global Aspects of Higher Education 
"he past decade has seen more people undertake higher 
education and study abroad than ever before. Even the World 

! Trade Organization recognizes the fact that Multinational 
businesses need global citizens and graduates who can work in 
any country. Internationalisation, in contrast to globalisation, is 
generally seen as 'a good thing’; in an increasingly open world, 
university students and staff, research and the curriculum, benefit 
from exposure to different values, different cultures, different 
ideas and modes of thinking. 


UNESCO Conventions on the recognition of qualifications, 
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which have been ratified by over 100 member states worldwide, 
are legal agreements between countries "agreeing to recognize 
academic qualifications issued by other countries that have ratified 
the same agreement". 

Transnational education requires transparency in international 
education: the status of the providers, whether they are accredited, 
public, private, for profit or not-for-profit organizations; the status 
of the courses: whether they are accredited, by whom they are 
developed and taught, supported and assessed. Transnational 
education arrangements 
expects quality teaching 
and facilities and is 
encouraged to increase 
the awareness and 
knowledge of the 
culture and customs of 
the host country. 

The universities in 
certain countries are 
'self-accrediting 
institutions. There are 
a large variety of 
mechanisms used to 
assure quality of 
education. Such 
mechanisms reassure students of the high standard of education 
on offer. 
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e Study Course 


' Destination 


ducation today has taken a significant shift in India and overseas. 

With education opportunities opening up in almost all foreign 

countries, the Indian student has an array of overseas programs 
to choose from. Getting a degree takes 3 to 4 years. That's a really 
good reason to consider about your university very carefully. What 
carcer arc you interested in? What subjects interest you? 

Study Abroad Self - Assessment 

The following questions are designed to help you define your 
study abroad goals: 

Why do you want to participate in a study abroad program? 

Where are you interested in going to study? Why? 

When do you plan on going? 

How long would you like to stay? 

Are you proficient enough in a second language to take 

coursework? 

What degree of cultural immersion are you ready or prepared 

for? 
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“Shaping your destiny" 
AUSTRALIA 


^ your top choice for International Education 






idp 


www.idp.com 


Why is Australia popular with Indian students? 


- yv a Quality of Education - Wide Variety of Courses 

- Affordable Cost of Education & Living  - Simple Admission Procedures 
- Excellent graduate outcomes - A Happy & Healthy Lifestyle 

* Great opportunities to work and live in Australia 


Studying in Australia is a unique opportunity to gain extra qualifications for 
your career, to establish networks & to enhance personal & Intellectual 
growth. Today, there are many choices for you to consider: 


* Where should | study? * Which course is the best for me? 
* Where will | stay? * Howdo! y? i 
* What about my Visa? * How much will it cost? 


As an independent adviser with locations in more than 27 countries and 
owned by all Australian Universities, IDP EDUCATION AUSTRALIA 


can help you in: 


- Choosing the right course - ropa E documents (Authorised to 
- Applying to the educational Institution process Electronic Visas with Credit Card facilities) 
of your choice - Availing student related services 


(Travel, Foreign Exchange, Insurance, Accommodation) 
ALL OUR SERVICES ARE ABSOLUTELY FREE 


Thank you 


To students and parents who attended and made the recent 





Australian Education Interview Sessions hosted by IDP Education Australia 


a grand success 


We now Invite all students to visit our resource centre for 


» Application processing » IELTS Registration & Testing » Visa processing 
» Accommodation & Travel Information » Pre Departure Briefing 


ŘS 
IDP at your service e Comprehensive e Authentic e Unbiased 
To choose your preferred course CONTACT US NOW: 
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Nr. Swastik Char Rasta, Off. C.G. Road, Navrangpura, 6-3-1090/1/1, Raj Bhavan Road, Somajiguda 
Tel: 26403413, 26406226/28, 26404807, 26402432, 26400583 Tel: 23398247 /48/49/50/51 Fax: 23398200 
Fax: 26404094 E-mail: info@ahmedabad.idp.com E-mail: info.hyderabad Gidp.com 
@ * 
BANGALORE: 201, 2nd Floor, The Presidency, MUMBAI: Ex Building, 1st Floor, Churchgate, 
1 Marks Road, Tel: 51233751 / 52 / 53 / 54 / 55 / 56 (Opp; Churchgate Rail Station) 
Fax: 51233757 E-mail: infoG bangalore.idp.com , 22819878. Fax: 22026501 


* E-mail: infoG mumbai.idp.com 
CHANDIGARH: SCO 147 - 148, lind Floor, Sector 9-C, 
peng t mE Tel: 2741772, 2741331, 2741516, 2746094, 2741088 NEW DELHI : Flat No. 513-515, 5th Floor, International Trade 
Fax: 274151 


E-mail: infoG chandigarh.idp.com Tower, Nehru Place, Tel: 26213504, 26213667, 26467535, { 
* 26429767, 26215973, 26284404 Fax: 26440627, 26481262 
CHENNAI: 10A, Raintree Place, New # 7, McNichols Road, E-mail: infoG delhi.idp.com g f 
Chetpet, Tel: 52179388 / 89 / 90 / 91, 52179393 / 94 / 95 / 96 . 
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IELTS international English “Did you know that “IELTS is jointly managed by: 


ipis dai Testing System | University of Cambridge ESOL Examinations, British Council 


for international opportunity 


and IDP:IELTS Australia”. 
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IDP Education Australia 
celebrating 10 glorious years of education service in India 
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Have you discussed this with family members? Are they 

supportive? 

Have you thought about the cost / financial aid related to 

study abroad? Can you afford it? 

How will you benefit from this study experience abroad? 

Researching Study Abroad Programs 

There is truly a world of opportunities abroad. When looking 
at specific study abroad programs pay careful attention to 
eligibility, cost, application procedures and deadlines, foreign 
language requirements, and other pertinent information. 
Research should begin at least one year before the study abroad 
semester and application to the program is typically done during 
the semester before you plan to study abroad. 

Study Abroad Procedures 

! Read all the information on the college website 

Choose an authorised Overseas Education Service Provider 

Discuss plans with a Career Centre Counsellor or your faculty 

advisor 


29 june, 1995 - IDP Education Australia took its first step as an oversea: 
education service provider in India - at a time when overseas education ony 
meant going to the US or UK for the few aspirants who had an access througt 
high connections... 
What was it like for IDP to step into an unknown sphere of marketing foreigr 
education? What was it like to distribute flyers in markets and at street corners 
work out of a make-shift office at a friend's home - all this probably meant : 
total vacuum, a groping in darkness for dreams undefined (specially for those 
who'd left comfortable jobs, working out of plush offices!). IDP marketing anc 
commercialized education and demystified it for prospective students. This 
pioneering effort opened the floodgates for overseas education in India. 
The Year is 1996 - The uncertainty gradually faded into reality as the hard work 
& the determination of the team brought in the first few students who flew out 
to study in Australia, fulfilling their dreams and helping us to shape-up ours. 
Today, Australia is a much sought after study destination, at par with the US & UK 
and for many students the only preferred destination. IDP Education Australia 
began its operations from New Delhi & Chennai, and the last decade has seen an 
expansion to 07 offices which have assisted thousands of students for studying in 
Australia and carving out a niche for themselves all over the world. 
From a mere 300 Australian Visas issued in 1995, there are over Indian 
20,000 students studying in Australia at present. By the Year 2025 it is 
predicted to have over 80,000 Indian students studying in Australia. 
This ten-year association with our students has brought in joy, excitement, our 
highs & lows, and has most of all helped us in widening our horizon - teaching 
us new lessons everyday. We are deeply grateful for these special memories. 
And this we say is still just the beginning... 
Thank you for sharing our glorious journey 

„till we turn TWENTY. 

IDP. - TEAM INDIA (August 2005) 


Complete your application, statement-of-purpose, supporting 

documents 

Understand financial and visa requirements 

What you should consider when you choose a university 

Reputation: What is the university's reputation for quality of 
teaching? How are the subjects taught, facilities available, and 
student support. 

Job prospects: Do graduates of the university find jobs? 

Entry requirements: Entrance qualifications vary from 
institution to institution - find out what one needs to qualify for 
the university of your choice. 


y Study Abroad Tips for Students (travel.state.gov/studentinfo.html) 
The World at Your Fingertips (www.cie.uci.edu/world) is an 
online handbook designed to provide with essential 
information to help you prepare for your experience abroad 

The Study Abroad Handbook (www.studyabroad.com/handbook) 
covers the following topics: reasons for studying abroad, 
selecting the right study abroad program, pre-departure 
information, living abroad, re-entry and additional resources 
Abroad View (www.abroadviewmagazine.com) offers an in- 
depth focus on international issues, personal travel 
experiences, and the global education students receive in new 
environments 

Courtesy: IDP Education Australia, Source - The Internet 
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Cost: Find out about tuition fees, accommodation costs and 


scholarship programmes 

Accommodation: Whether available on or outside the 
campus. Check which options suit your budget. 

Non-academic factors: Check out the University's location, 
social life and sports facilities. 

Study Abroad Resources 

A successful study abroad experience requires careful 
planning. One can visit embassies and libraries, surf the net and 
get relatives to check out the universities. The following sites are 
also of much assistance. 


I—RMAW————— 
——————————————ÁÁ——OS 


lobalisation of education has ensured that there are rules and 

regulations that govern students' stay in a foreign country and 

need to be complied with. After confirmation of the bona fides 
of the student, the local consulate of the country where the student 
wishes to pursue education issues a Student Visa. The student visa 
issued is not an end in itself, it is the means to achieve an end. The 
student visa comes with certain responsibilities which students 
need to heed during their stay. 

The Visa is given for the duration of the study only. On expiry, 
the visa needs to be renewed in the home country. Hence, if a 
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BRITISH CHEVENING SCHOLARSHIPS 2006 


19 YEARS IN INDIA 
1900 BRILLIANT CAREERS 


NOW, IT S YOUR OPPORTUNITY TO EXCEL 


DISCOVER THE POWER OF GREAT EDUCATION 


ABOUT THE PROGRAMME 

Chevening is the UK Government's flagship scholarship scheme 
aimed at future leaders, opinion formers and decision makers. 
Managed by the British Council worldwide, it supports over 
2300 international students annually to study in the UK. 


CHEVENING IN INDIA 

The India Programme began in 1987 and has supported over 
1900 Indians so far. It is now UK's second largest scholarship 
programme globally. It comprises a range of short-term, 


BRITISH CHEVENING 
SCHOLARSHIPS 2006 


REWARDING EXCELLENCE 


tailor-made professional courses and long-term, taught academic 
courses, covering a wide variety of subjects. These courses are 
tenable at various higher education institutions in the UK. 


HOW TO APPLY 

For application forms, full list of subjects and details of the 
programme, log on to www.britishcouncil.org.in/scholarships 
or visit your nearest British Library/British Council office. 
Closing date: November 30, 2005 


UK | CREATING TOMORROV 









student travels out of the country after the visa has expired, they 
may not be permitted to reenter without renewing the visa. Third 
country renewals are mostly discouraged and the student will 






need to go back to his country of origin for renewal. Renewal 
regulations are especially strict, and can take | - 3 months. 

Students need to make their application for a further student 
visa before their current visa expires. As a valid student visa allows 
the student multiple travel one should ideally apply either before 
their departure or when they return to that country. 

For remaining in a country after completion of studies, 
students are required to file an application for a change of status 
with the proper authorities on completion of their education. 

If the student completes the course one semester early and 
plans to stay there longer, they must either apply for another 
course, another visa, or depart after graduation; Information 
about options, such as attending the graduation ceremony or 
applying for permanent residence can be found out from the 
proper authorities. 

In certain countries, international students on courses of one 
year or more are given leave to remain for some time following the 
end of their course. This enables them to consider whether to 
progress to a further level of study, arrange training or work 
experience with an employer, or even visit some of the tourist 
attractions before returning. 

Once a student has commenced the course, and after they 
have been granted permission to work, they may only work full- 
time when their semester is not in session, eg. between two 
semesters and between the end of the current academic year and 
the beginning of the next academic year. 


oreign travel to study entails heavy expenditure and for most 
students on a tight budget, any discounts or bargains are 
always welcome. The internet is a great help and proper 
guidance could help students find sites where companies come 
together to provide specific services to meet travel and other 
needs. One can avail of cheap airfare, decent hotel rooms and 
hostels, student homestay programmes. 

A basic necessity is obtaining the right travel insurance for 
coverage in the event of accident or injury. Certain sites can 
provide students with a low cost, high quality plan. 





Having a local mobile phone could also save a lot of money. 
An international calling card could cut telephone costs by up to 
ninety per cent. 

With the mandatory International Driving License, 
international students get low rates for car rentals with weekly or 
monthly rentals to suit the particular trip. 

Other Discount Cards available to students allow discounts 
ranging from 1096 to 5096 on entrance fees to museums, castles, 
and palaces and in some cases, even grants free admittance. 

Financing ones education abroad is no longer as troublesome 
as it was earlier. Most banks are aggressively marketing loans for 
students on their way abroad. These loans are available. for 
convenient terms and at attractive rates of interest. Banks have 
realised that students going abroad have bright prospects and that 
their money is in good hands. Repayment begins only after the 
course of study is over and is easily repaid as most students land 
enviable jobs with MNCs. 






Have you the vision to lead India in 2020? 
Apply for the Gurukul Scholarships in 
Leadership and Excellence. 


The Foreign and Commonwealth Office (FCO) launched this unique advanced 
leadership programme at the London School of Economics and Political Science 
in 1997 to mark the SOth year of India's independence. The programme gives 
an opportunity to 12 exceptional Indians from diverse disciplines to examine 
new ideas about leadership. and globalisation and encourages analysis of the 
ideas with policy makers, practitioners, leading academics and thinkers. 

The aim of this programme is to encourage and stimulate each participant to: 


€ Understand the global impact of the ‘information technology revolution’ 

€ Assess the extent of globalising changes within economic, political and 
professional trends in Europe and Asia 

9 Evaluate responses to globalisation of states, agencies, firms and markets 
in the UK and Europe, and identify possible repercussions for India 

9 Develop a personal project and establish a network of contacts in the UK 
valuable to work and career development in India 

© Critically examine contemporary thinking on leadership for globalising 
markets and states 

9  Re-assess his/her own carcer plan and develop the Strategic vision relevant 
for a top leadership role in India 


Programme Content 

Intensive, high-level, inter-disciplinary study, debates with practitioners, guided, 
focused study visits and seminars, and individual projects of direct personal 
professional relevance, involving significant contact with UK specialists. 
Throughout the !1-week programme, each scholar advised by an LSE 
supervisor, works on a personal project, a personally relevant investigation and 
analysis, involving research, interviews, drafting and presenting reports - a 
unique opportunity for network building with a LIK peer group. 

The study visits and seminars may include WTO and UN, Geneva; EU and 
NATO, Brussels; Airbus and Regional Development Agency, Toulouse: Scottish 
Executive and Parliament, Edinburgh; FCO, Bank of England, European Bank 
for Reconstruction and Development. Marks and Spencer, Treasury, Tata 
International, BBC, Easyjet 

For more information please log on to: www.britishcouncil org. in/scholarships 
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ESCP-EAP is a leading 


business school in Europe 


accredited AACSB, EQUIS and AN BI 





International Admissions 
sflorindia@escp-eap.net 


79, avenue de la République 
75011 Paris - France 





Visit our website for information 


t i ; 
With faculty and campuses in Paris, London, Madrid, Berlin 
and Turin, ESCP-EAP develops business leaders and advances 
transnational learning and research in management 





Master's in Management 
Master's in European Business 
MBA 


ESCP-EAP offers a portfolio of Masters courses which 
will prepare you for new challenges anywhere 
Applicants must show a minimum GMAT score of 650 
or CAT equivalent. 


ESCP-EAP 


PARIS BERLIN 
TORING 


LONDON 
MADRID 


European School of Management 


e. Manage anywhere 


Learn everywher 
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Research 

ndustry - University cooperation is a process in which industry 

and universities enhance their respective potential by synergistic 

effects generated through their interactions. Collaborations 
between the creators of new knowledge in academia and the 
translators of it into products and/or services in industry can be 
made successful by well-practised management and ongoing 
communication, valuing the diversity of input and promising 
mutual benefits. 

Fundamental or basic, research is characterized by the fact 
that it is driven by the passion to understand and that it has to 
remain flexible and open to chance discoveries. It creates new 
knowledge, the indispensible prerequisite for novel products; or 
put. differently, without new knowledge there can be no novel 
products or services. 

For both partners - universities and industry - there are 
individual interests to start such collaborations. The motivation for 
universities could be formulated as: 
® Market awareness of own research projects 
9 Initiating, sustaining or enhancing research programmes 
* Employment opportunities for research graduates 
9 Accessing private funding, on top of public financing 
9 Accessing complementary skills and facilities in industry. 
Industry would be motivated by the following factors: 
Outsourcing R&D portfolio, especially at the discovery end 
Accessing complementary skills and facilities 
Gatekeeping on emerging fields of science 
Developing global approaches to own R&D 
Recruitment of research and technical staff 
In short, this is a win-win situation for both players! 


Scholarships 
ince international student scholarships are highly 
C erene: a majority of international students must rely 
exclusively on themselves and their families for funding. If 
they need to obtain financial aid or an international student 
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With 125 world-class faculty and 5 integrated campuses in Paris, London. Berlin and Turin. ESCP-EAP combines transnational and — 
multicultural approaches to create innovative intercultural management learning. REI o SENE P TER 





scholarship to afford 
education abroad, the best 
place for them to look is in 
the home country. There are 
many international student 
scholarships and loans 
available for study abroad 
from local governments, 
businesses, organizations, 
and foundations. 

International humanitarian 
organizations that promote 
international education and cultural exchange are other places to 
look for student scholarships, student loans and other forms of 
student aid. The United Nations, World Health Organization, the 
League of Red Cross Societies, and the World Council of 
Churches provide such assistance. However, some of these 
organizations have restricted financial aid, international student 
scholarships and international student loans. The scholarships or 
aid may only be available to graduate students, students from a 
specific ethnic group, or students who have chosen a specific 
course of study. Financial aid and scholarships from these 
organizations are very competitive, so students will need to start 
their search early. 

There are also many universities in foreign countries that 
provide financial aid and international student scholarships to 
international students. However, this aid is usually limited and is 
available to graduate than undergraduate students. Furthermore, 
competition for international student scholarships and aid is fierce, 
and schools are careful to help out the most deserving 
international students. Good grades and exam scores are 
extremely important in securing an these scholarships. 

International students get financial support for graduate 
study at the schools themselves in the form of teaching 
assistantships and research assistantships. These assistantships 
are based on academic merit, not financial need. 
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3100 students study on our S campuses. They are recruited worldwide. Over 80 nationalities are represented in our classrooms. Our portfolio 
of Master's and MBA involves learning in multicultural teams and in different countries. Ct v 
* Master's in Business Administration (MBA) for experienced professionals: Full-time and Executive versions use all 5 campuses for a truly 


. Master's in European Business - a | year postgraduate degree course in 2 languages and 2 countries (in Europe, Latin America and Asia) 
e Specialised Masters - 14 degree courses in specialist fields for postgraduates with little prior work experience om. d 






ESCP-EAP European School of Management ^ Paris-London-Madrid-Berlin-Turin Website: WWW.ESCp-Cap.net 
Paris +33 1 4923 2016; London +44 207 443 8800; Berlin +49 30 320 0; Madrid +34 91 386 2511: Turin +. 
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Distance Education 


Careers for CFAs 


Corporate Finance 
Banking 

Insurance 

Treasury Management 
Risk Management 
International Finance 
Portfolio Management 
Consulting 

Financial Services 
Equity Research 
Capital Markets 
Credit Rating 
Investment Banking 
Mutual Funds 

Venture Capital 


Manufacturing Sector 


Visit us at 
www.icfai.org 


For Prospectus and Online Registration 
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Your Gateway to 


Finance Careers 


"ad. 4P 
(Distance Learning) 


ICFAI offers the MS (Finance) Program leading to the award 
of the CFA Charter from the Council of Chartered Financial Analysts. 






©} For Graduates and Postgraduates (any discipline) 
(9 For MBAs, CAs, CWAs, CSs, CAIIBs and Students of these Courses 


Quality Courseware 
Training Classes 
Web Support on 24 x 7 basis 

Educational Loans 

Examinations 4 times a year at 100 Test Centers 
Special Placement Scheme 
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HEN THE MAR- 

kets are tou- 

ching dizzy 

heights, why 

should you be 
sitting on the sidelines? If num- 
ber crunching is a bit tiring, and 
parameters like market capitali- 
sation are what just about every- 
body is looking at, try some 
clever thinking. The companies 
likely to ride the wave, whether 
in retail, lifestyle, telecom or 
bike segments, will be those tap- 
ping the growing purchasing 
power of the youth. 

Not all below 25-year-olds, 
making up half of the popula- 
tion, may belong to the aspiring 
class. But there are enough tech- 
savvy and conspicuous con- 
sumers out there at the malls to 
tempt these segments. Your aim 
should be to piggy-back on their 
success. 

"Looking at the consumer 
segment the company is target- 
ing is another way one can pick 
stocks," says Prithvi Haldea, 
Managing Director, PRIMI 
Database. Companies like Hero 
Honda, Shoppers’ Stop, Shringar 
Cinemas or Titan, which target 
the youth, are likely to grow 
fast. But one of the reasons why 
these stocks are likely to do well 
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| Calling Young 
| India 


It Could Happen 
To You 


With products and ad campaigns designed to attract 
the young, companies across sectors are increasingly 
targeting the new, spend-happy young Indian. 

That should get you interested. sy swati prasap 


is the fact that this age group lives by 
the ‘here and now’ premise. 
According to Santosh Desai, 
President, McCann Erickson India, 
this age group believes that tomor- 
row will be better, so it’s best to 
spend the money at hand. “Even 
10 years back, persons in this age 
group used to save and were not so 
consumption-oriented. Today, 20- 
year-olds get energised by money," 


Youthful Picks 


adds Desai. For the advertising fra- 
ternity too, the archetypal consumer 
has changed from the householder 
to the youth. *Today, at 15, one is 
an adult,” he adds. 

Assures Arvind Singhal, 
Chairman, KSA-Technopak, “The 
entire 15 to 25 age group is hungry 
for brands.” According to him, 
while they are highly brand-con- 
scious, they are not loyal to any 


one brand and keep trying out new 
things. And that keeps the 
companies on their 
*Companies can't take consumer 
behaviour as given. They have to be 
in tune with the latest trends," he 
adds. They must keep changing the 
design, packaging, communication 
strategies, and keep looking out for 
new channels to sell their products 
to the youth. 


toes. 


If youre looking for companies that are in tune with the times, look no further. 


COMPANY 


ARVIND MILLS 

BHARTI TELE-VENTURES 
HERO HONDA 

HLL 

NESTLE 


SHOPPERS’ STOP 
SHRINGAR CINEMA 
TITAN 

TRENT 

TVS 


TOTAL INCOME" 


NET PROFIT” PE MULTIPLE* 


MARKET CAP 


STOCK PRICE 
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Right Ringtone » 
When it comes to connecting to 
the young and keeping in tune with 
changing fashions, cellular giants 
like Bharti Tele-Ventures (market 
capitalisation Rs 59,642 crore, stock 
at Rs 318.35 and climbing) are at 
the forefront. For them, the youth 
market is nothing short of a mantra. 
Bharti recently launched Friendz 
Pre-Paid Card where friends can 
recharge each other's phone, sMs 
at lower rates and chat in a group at r 
discounted rates. 

Airtel’s ringtones and Hellotunes 
are also very popular with this age 
group. So are its games and fan 
clubs. This includes mobile fan clubs 
like King Khan's Den (Shah Rukh 
Khan fan club) and Master Blaster's 
Pavilion (Sachin Tendulkar's fan 
club) and a collection of over 1,000 
mobile games, including Sudoku 
and Van Helsing. “In this age group, 
the penetration of mobiles is still 
quite low—only 8 to 9 per cent. 
So the potential to grow is huge," 
says a company official. Bharti also 1 
sponsors college festivals, and 
Valentine's Day is bonanza time. 


PAWAR 


DEEPAK G 





Bike Boom 

No surprises then where the bike- 
makers head to capture those young 
lovers. “Everytime we launch a bike, 
we first take them to colleges,” says 
Atul Sobti, Executive Director 
(Business Operations), Hero Honda 
Motors Ltd (market capitalisation 
Rs 13,350 crore, stock at Rs 
678.50). According to Sobti, when i 
a company has a pan-India appeal, 
it cannot afford to target only one 
age group. But focussing on this 
particular segment can rev up sales. 
The company sponsors programmes 
like Hero Honda Roadies and 
Pepsi-Hero Honda Campus Rock 
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malis to keep : sales of retail, isca and: other happening sectors surging 
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ICICI BANK CREDIT CARDS, 


NOW FREE 


At ICICI Bank Credit Cards, we have 
strived to give you the most 
exclusive privileges and offers like 
5% Cash Back, 10% Cash Back on 
air tickets, the Swipe-n-Win a 
Mercedes Benz offer and the Seven 
Wonders offer, to name a few. We 
thank you for recognising our 





VOTED AS INDIA'S 
MOST PREFERRED 


CREDIT CARD 


AWAAZ CONSUMER 
AWARDS '05 


efforts by voting us India's Most 
Preferred Credit Card at the Awaaz 
Consumer Awards 2005. As a token 
of our appreciation, we are waiving 
the annual fee for life, on your 
existing ICICI Bank Credit Card. 
If you don't possess an ICIC! Bank 
Credit Card, apply for one today. 





J ICICI Bank 


—— All existing ICICI Bank Credit Cards have been automatically converted to 'Free For Life' cards*. 


gpicici Bank 


TO APPLY FOR A FREE FOR LIFE CREDIT CARD: 


| WE Ere 


Credit Cards 


PTT T NES. 








As the companies equity with the youth grows, there is every reason to bag these 


hot scrips. The only catch: check the pulse of the youth from time to time 





Idols on MTV. Like 
Bharti, it also sponsors 
college festivals. So do 
Hero Honda dealers. 

Sobti, however, bra- 
kes when he sees a 
bump: “India is a highly 
price-sensitive market. 
And even if a product 
appeals to the consumer 
aesthetically, he/she may 
not be able to ignore the 
other aspects—ike price, 
fuel economy and 
power.” He adds, “The 
concept of purchase 
changes the moment you 
cross the Rs 5,000 mark. 
While a Reebok, Ray- 
Ban or Nike may fall un- 
der the impulse purchase 
category, a bike does 
not." And easy availabil- 
ity of loans has reduced 
the price sensitivity of 
two-wheelers by only 
around 10 per cent, feels 
Sobti. "But in this par- 
ticular segment, you need 
to constantly work on 
upgrades. They don't 
want to buy what every- 
one has," he adds. So every two 
years, the company needs to change 
styling and looks, without increasing 
the price. So, the company has re- 
cently launched Passion Plus, Super 
Splendor and Splendor Plus—up- 
grades of its bikes Passion and 
Splendor. 


Retail Raj 


In the retail sector, there may be a 
question mark on the foreign 
investment front, but passion is 
aplenty. Playing into youth 
sentiment, Trent (market 
capitalisation Rs 1,073 crore, stock 
at Rs 817.90), a Tata group enter- 
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WESTSIDE 








prise, that boast of retail chains 
Westside and Star India Bazaar, has 
launched two brands for the 
collegiate—"*Too Fast for You" for 
men and “src” for women—at its 
Westside stores. According to 
Himanshu Chakrawarti, General 
Manager (Marketing), Trent, these 
two brands are *funky" and high on 
attitude. The range includes college 
wear/day wear, club wear and disco 
wear. "When we launched Westside 
stores, we were catering more to 
the family and office-going segment. 
But soon, we realised that the 
moment any mall opens, the 
maximum number of consumers 


that rush in belong to 
this group." In fact, the 
two brands—Too Fast 
for You and sRc—have 
seen growth in the range 
of 50 to 70 per cent, 
year-on-year. While SRC 
was launched five years 
back, Too Fast for You 
was introduced two 
years ago. Trent also 
sponsors college festivals 
and places ads in niche 
youth magazines like Jam 
and JLT. 

Another Tata group 
company—Titan Indu- 
stries—is betting big on 
this brat pack. Titan 
now markets the 
Tommy Hilfiger range 
of products in India and 
recently launched 
Fastrack range of sun- 
glasses with actor John 
Abraham as its brand 
ambassador. “Over the 
last one year, Titan has 
launched 150 new prod- 
ucts, and a majority of 
them cater to the 
youth,” says Manoj K. 
Chakravarti, General Manager 
(Corporate Affairs), Titan 
Industries. According to Chak- 
ravarti, 57 per cent of watches sold 
by Titan are bought by people be- 
low the age of 25. While Fastrack 
range of watches and sunglasses 
are aimed at the collegians, Titan 
Steel is positioned at the young 
jobber and Tommy Hilfiger at the 
high-fashion, rich youngsters. 

So, as long as the companies’ 
equity with the youth is growing, 
there is every reason to bag some 
of these scrips. The only catch: 
check the pulse of the youth from 
time to time. 


It Could Happen lo You 


Mumbai's monsoon mayhem ravaged scores of small businesses. If yours is one 
too, better plan on an insurance cover. BY AMANPREET SINGH 
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Mumbai downpour = — 
will BE 


f. $ 
-— —] k ee A a 


SME's Insurance Checklist 





1 thic first 


inking of insuring your isi 


S SRINIVAS PAWAR WATCHED 
A“ bear the brunt of a 

savage downpour (the city = Always insure for peak value of your stock (of goods). Most people 
received the highest-ever rainfall insure for average stock and end up losing if there is a calamity 
recorded in a single day, 944 cm, when stocks are on the higher side 


n J ur | 26), he ae. oe P m Most insurance policies cover different perils and if you exclude a 
orcakKing into à wry smilie. 1c few, you get a discount. You'd be better off not opting for the 


owner of two Hyundai dealer- 


) discount 
ships in Mumbai, he had insured 2 TIN 
his business just six months ago w Arriving at the correct valuation for your assets is critical to 
(premium: Rs 10 lakh; sum ensure you are not under-insured. And on renewal of a policy, 
assured: Rs 10 crore). As the flood update the valuations 
waters rose, Pawar’s thoughts m Read the fine print carefully before opting for any insurance policy. 
turned to the pesky insurance sales- Make sure all ends are covered 


man from New India Assurance m in the event of a disaster, intimate the company immediately and 
Company, a PSU general insurance 


company, who had (with an eye get a surveyor deployed to assess damages 

on a fat commission, no doubt) m Spread your risk. If possible, don't have all your assets in 
pestered him no end to buy into one place 

his sales pitch. *This man kept 
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Srinivas Pawar 


Chairman & MD/ Sharayu Hyundai/ Mumbai 


Locations: 
Employees: 200 
Annual turnover: R 
Insured against: 
Losses: Rs 4 


200 crore 


cident 


chasing me for three to four years, 
and six months ago, I gave him the 
money unhappily,” he muses. 

Pawar has no reason to feel 
unhappy now. The losses he 
incurred (Rs 4 crore from flood- 
ing at his workshop and stockyard 
at Navi Mumbai) can now be 
recovered, thanks to his insurance 
policy. Like Pawar, many of 
Mumbai’s other sMEs (small and 
medium enterprises) appear to have 
had themselves covered for the dis- 
aster. “More than half the 13,000 
claims are from SMEs," says Girija 
Kumar, Assistant General Manager, 
New India Assurance. 


SME’s Insurance Imperative 

Most sMEs, however, being generally 
single promoter-owned, funded and 
controlled, tend to be on a tight 
leash in terms of spend, and end 
up being under-insured. That can be 
dangerous because in the event of a 
natural calamity, SMEs are the least 
equipped to cover lost ground, 
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crore as a result of flooding 


Arvind Kapur 


Managing Director/ Rico Auto Industries/ Gurgaon 


Locations: ( 


Employees: 3,000 


Annual turnover: Rs 
Insured against: Fire 


malicious 





unlike large companies who have 
the resources to absorb a few heavy 
blows. This is not to say that only 
SMEs are under-insured—*The 
amount of insurance taken in (the 
whole of) India is equal to a city like 
Hong Kong,” says Alok Agarwal, 
Head (Corporate Solutions Group), 
ICICI Lombard, a private insurance 
company—but the adverse effects of 
under-insurance impacts SMEs most. 
As Pawar says, “I would have (had) 
to sell some property to recoup my 
losses had I not taken insurance." 
Why are SMEs under-insured? 
High premiums are cited as one 
reason. But Agarwal is quick to 
point out that premiums are just a 
fraction of the sum assured (1-4 
per cent per Rs 1,000). *Don't be 
penny wise and pound foolish," he 
says. There's also the perception 
that insurance companies delay pay- 
ments, but when your livelihood is 
at stake, delayed payment is better 
than no payment. Insurance 
companies, meanwhile, have come 


machine break 


damage and loss í 


urgaon, Manesar and Dharuhera 


) crore 
nots, theft, 


nng marine transportatior 


out with policies that secure busi- 
nesses against virtually any setback. 
For instance, there are policies that 
cover damages from storms, flood 
inundations as well as modern-day 
risks such as riots, strikes and ter- 
rorist attacks. 

Earthquakes, floods and the like, 
you see, aren't the only threats 
you're up against. *Insurance is crit- 
ical to the safety and security of 
companies especially after the labour 
union unrest (at the Honda 
Motorcycle & Scooter India fac- 
tory) in Gurgaon," says Arvind 
Kapur, Managing Director, Rico 
Auto Industries, an auto compo- 
nent manufacturer at Gurgaon, who 
bought a Rs 350-crore Industrial 
All Risk insurance policy in June 
2005, that covers every perceived 
threat (natural or otherwise) except 
war. Kapur, despite being a large 
manufacturer, did the smart thing. 
You should, too. For what trans- 
pired in Mumbai, or Gurgaon, could 
happen to you, any time. 









BUILDING MANAGERIAL EXCELLENCE 


All India Management Association 


JAN "The Best of the Best: 


NATIO 
MANAGEMENT Spirit of the Challenger" 
23 & 24 September, 2005, Hyderabad 


2 eventful days 
27 charismatic speakers 
1 great reason 















Presenting "The Best of the Best: Spirit of the Challenger" - a unique two day Convention where internationally renowned 
management personalities, policy makers, captains of industry, professional managers and academicians will come together on 
one platform to deliberate on imperatives and actions for India Inc. to become globally competitive. 


Inaugural Session 


Chief Guest Keynote Speaker Theme Address 


Shri Pranab Mukherjee, Anil D. Ambani* B Ramalinga Raju Sunil Alagh, 
Hon'ble Union Defence Minister CMD, Anil Dhirubhai Ambani Enterprise Chairman, Satyam Computer Services Ltd. President, AIMA 


Valedictory Session 


Chief Guest Keynote Speaker Theme Address 


Shri Jaswant Singh, John Clarkeson Dr. K Anji Reddy 
Hon'ble Leader of Opposition, Rajya Sabha Global Chairman, The Boston Consulting Group Chairman, Dr. Reddy's Laboratories Lid. 


Arun Maira, Chairman, BCG Indio Rafino L Dela Rosa, President, Chowking Food Corporation, Philippines Mauro Montanaro, VF 
Multimedia Business Grp., Nokia Asia Pacific, Singapore, Venu Srinivasan, CMD, TVS Motor Co. Ud. Subir Raha, CMD, ONGC Lid. 
Jalaj Dani, VP Asion Points (Indio) Lid. Niall Booker, GGM & CEO-Indio, HSBC Lid. Subodh Bhargava, Chairman, VSNL 
Dr Ram S Tarneja, Management Professional € P Jain, CMD, NTPC Ltd. Tess Field, HR Director, Microsoft India, R&D Pvt Lid. Rajive Kaul, 
Chairman, NICCO Corporation Harsh Mariwala, CMD, Morico Industries Lid. Ramesh Gelli, Post President, AIMA R Ramanathan, 
Campaign Coordinator, Janaagraha K L Chugh, Chairman-Emeritus ITC Ltd. T N Ninan*, Editor, Business Standard Lid. Sachin Pilot, MP 
CK Ranganathan* , CMD, CovinKore Pvt. Lid., Top Executive from Samsung, Korea iconliselon outed 
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For details/registration, contact: 
Ms Vandana Puri, Asst. Director, AIMA Lt. Col. Prem Kumar Executive Officer, HMA 
Ph.: 011-24635015(D) E-mail: vpuri@aima-ind.org Ph.: 040 - 23205680 E-mail: hmahyd@vsnl.net 
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BANKING 


bank's New Jobs 


As banks focus on understanding and serving their customers better, besides 
boosting growth, the sector is throwing up opportunities for everyone from plain 
graduates to lawyers to telecom and IT engineers. BY SUPRIYA SHRINATE 


l'S JUST THE KIND OF STEREOTYPE 
[= Dipakshi Gupta, a 25-year- 

old Modelling Manager with 
Citibank, hates. A few days ago, an 
elderly acquaintance of hers handed 
her a worn-out bundle of Rs 10 
notes and asked her to get them 
exchanged for new ones, “The older 
generation has little idea that bank- 
ing has gone far beyond just tellers,” 
bristles Gupta. Her disappointment 
at being perceived as a bank teller of 


yore is understandable. For her job 
at Citibank entails anything but col- 
lecting or dispensing cash. A post- 
graduate in Statistics from the Indian 
Statistical Institute, Kolkata, Gupta 
works with Citi’s risk management 
team and develops risk models for 
retail loan products. 

Meet another new-age banker, 
Anuj Bhargava. With more than 20 
years of experience at the coun- 
try's biggest IT company, Tata 


HSBC's Bhargava: Earlier, | worked on IT processes, now on the end consumer 
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Consultancy Services, Bhargava, 40, 
joined the Hongkong & Shanghai 
Banking Corporation (HSBC) in 
Mumbai as a Chief Information 
Officer in June this year. “The 
biggest change from TCS to HSBC is 
the change in tools and audience. 
Earlier, I worked on an organisation 
and now in an organisation, where 
the focus of my work is on the retail 
consumer or the end user," he says. 

With most banks, especially 
foreign and Indian private, look- 
ing aggressively at retaining cus- 
tomers and attracting new ones, 
thousands of new jobs are getting 
created in the industry. There's 
demand not just for wealth man- 
agers, client bankers, and fund 
traders, but also statisticians, retail 
channel managers, equity and risk 
analysts, besides legal and tax 
experts. Banks wiring up to auto- 
mate processes and better under- 
stand data on their customers has 
created opportunities for unlikely 
talent: senior to middle-level tele- 
com and IT professionals. 


New Business, New People 

"A mass of individuals has remained 
under-banked in an economy that is 
growing at 6 per cent to 8 per cent,” 
says Pradeep Mukherjee, Country 
Human Resources Director, 
Citigroup India. He is right. Even 
today, retail banking penetration—a 
measure of a bank's reach—is just 
about 8 per cent. *These potential 
consumers have had limited 


t 


ad 


— —Ihe banking sector has come up with many new jobs ^ 


resources and avenues to invest in 
and banks now realise the need to 
go out to sell and acquire these cus- 
tomers," says Ram Kumar, Head 
(HR), ICICI Bank. 

As banks become more and 
more like fast moving consumer 
goods (FMCG) companies, they're 
taking banking out of branches and 
to the customer's doorstep. Result: 
The demand for sales personnel is 
surging, and is currently estimated at 
a good 20,000 to 25,000 per year. 
A fresh graduate today could easily 
earn as much as Rs 1.5 lakh per 
annum either as a customer rela- 
tionship manager or a frontline 
sales person. Vacancies are get- 
ting thrown up even in the back- 
end, where focus on cross-selling 
through alternate channels such 
as telephone and internet means 
more hands are required. 

Other interesting changes are 
being ushered in by the advent of 
technology at banks. Take customer 
relationship management, for 
instance. With banks seeking to tai- 
lor offerings around a customer's 
unique needs, professionals with 
background in mathematics and 
statistics are in big demand. What 
do they do? They analyse customer 
data and build demand models, 
which arm the bank's sales and mar- 
keting teams to better fight com- 
petition. More technology-oriented 
processes obviously mean more 
opportunities for IT engineers and 
systems analysts, who start with a 
salary of anywhere between Rs 2.5 
lakh and Rs 5 lakh per annum. 

In fact, banks like HSBC are also 
hiring telecom engineers because 
the convergence of different chan- 
nels of transaction requires experts 
who can set up the infrastructure for 
telebanking. What's driving the 
technology focus? Banks now realise 
that the competitive edge in banking 
is moving away from mere products 











Dahiya: Taking care of clients’ wealth 


to things like speed of product 
innovation, mass customisation, and 
even personalisation in high-end 
services. “Technology has resulted in 
synchronisation and economies of 
scale, and therefore, more opera- 
tions are being centralised, creat- 
ing employment opportunity for 
techies,” says Rohit De Rozario, 
Vice President (Talent Manage- 
ment), HSBC. 
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Banks are also increasingly tap- 
ping small and medium enterprises 
(SMEs), a relationship that till re- 
cently was only restricted to cur- 
rent account and working capital. 
With sMEs now demanding other 
products such as equity, fixed in- 
come and derivatives from banks, 
thousands of fresh MBAs from sec- 
ond and third rung B-schools are be- 
ing roped in to service this clientele. 


Expansion And New Skills 


A booming stock market has opened 
up opportunities in private banking 
too. To tackle extra work, banks 
are giving employees the leeway to 
move up the work profile ladder. 
Take the case of 30-year-old Sonali 
Dahiya, who joined Citibank al- 
most five years ago. Dahiya, an 
MBA, was an investment counsellor 
till October last year, before moving 
into Citibank's booming wealth 
management division. As a Wealth 
Manager, she now takes care of 
financial planning, banking solu- 
tion, investment planning, risk and 
goal assessments of close to 45 to 50 
top-end clients. Other professionals 
in demand these days at banks are 
chartered accountants and lawyers, 
thanks to stiffer compliance norms. 

Globalisation of India's banking 
industry is also opening vistas for 
new kinds of skills. Bankers are 
literally scrambling for *solutions 
management’ people who can help 
their clients’ banking needs across 
multiple countries. Then, there’s 
demand for fund managers, trade 
product salesmen, and equity 
researchers, fuelled by the fact that 
Dubai and India have of late 
emerged as important centres for 
global treasury operations. It’s hard 
to say what newer jobs the banking 
industry will demand in the future. 
But one thing’s for sure. It won't 
be the preserve of accountants in 
pin-striped suits. 


to retain existing customers and attract new ones 
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COUNSELLING 





| am a 28-year-old with a degree in MBA (Finance). Starting 
my own business had always been a dream of mine and 
keeping that in mind, ! launched a handicrafts export busi- 
ness a few years ago. Unfortunately, | have not had much 
success. My friends are doing quite well in their respective pro- 
fessions, which range from banking to executive-level jobs in 
MNCs. | am quite depressed and don't know what to do. 
Please advise. 

Starting, or for that matter running, any kind of 
business is not all that simple. You have obviously 
discovered that the hard way. Remember the saying: 
"Nothing dreamed, nothing dared and nothing dared, 
nothing done". At least you dared to dream and did 
what you wanted to do. But, it's time for a reality 
check. First, you need to figure out why your business 
is not doing well. Are you doing the wrong things or are 
you doing things the wrong way? Then, it might not be 
a bad idea to join a relatively smaller company to 
recoup your losses. How about becoming an executive 
assistant to the CEO in a large company? This might 
allow you to see businesses in totality. And after a few 
years in the industry, you can either stay put or go back 
to running your own business. 


| am a 26-year-old physics graduate, working as a 
documentation executive in a pharmaceutical company for 
the last three-and-a-half years. | also have a diploma in 
computer science from a leading private institute. However, 
my current salary falls way short of my work experience and 
this is forcing me to look for a different job. How should | go 
about it? | am willing to relocate anywhere, as long as the job 
pays me well. 

First of all, get out of documentation—three-and-a-half- 
years is good enough. If you are interested in software, 
then join a software firm or a firm where software is the 
most important support function. If you want to remain 
in the pharma sector, you could always ask your firm 
to transfer you to the sales department, where your 
chances of growth would be quite bright. One more 
thing—you may also want to boost not only your ed- 
ucational qualifications but also your job prospects 
by doing a specialised course, like an MBA. 


HELP 
TARUN! 


| am a 43-year-old chemical engineer and am quite proficient 
in computers. Although | like my job, the problem is that | 
can't work under anybody. Also, | want to make money big 
time. | want to be my own boss and, therefore, am seriously 
thinking of starting my own business or becoming a sales en- 
trepreneur. What are the sectors where | could go into 
business and grow? Also, if | were to get into business, 
can | be involved in multiple businesses simultaneously? 
Being your own boss is one of the biggest myths in 
business! You may not report to anyone and no one 
may do your appraisals but, honestly, when you are 
starting out, you will have to listen to not just your 
customers and lenders, but also your principals (if you 
get into an ancillary or distributorship business). As far 
as getting into multiple businesses goes, it is entirely up 
to you (read: your ability). You spoke about becoming 
a sales entrepreneur. In that case, you may want to look 
at distributorship businesses. Remember, not being 
able to work with anyone is not a badge of honour. It 
may come in the way of your professional life. 


| am a 25-year-old mechanical engineer working in the 
marketing department of a company. | have one-and-a- 
half years of work experience. However, lately, | have been 
overcome by a feeling of dissatisfaction. | want to go abroad 
and have even got myself registered in various US, UK and 
Canadian sites. | have also applied for some positions, but, 
unfortunately, there have been no responses yet. What 
should | do to land a decent job abroad? | have done several 
software courses in designs like AutoCAD, Master CAM 
and Pro-E and ‘am willing to do a job in product design. 

To start with, why don’t you apply to various recruit- 
ing agencies that specialise in designing software? 
They may offer leads for positions abroad as well. 
But don’t get your hopes all up just yet. Recruitment for 
such jobs doesn’t take place very often and with more 
and more such work being outsourced, especially to 
India, you may be better off looking at a BPO specialising 
in your area of interest. Recently, The New York Times 
had an article on how MBAs from the Us want to come 
to India to gain experience. You may want to read that 
to realise that you are not on less fertile ground after all! 


Answers to your career concerns are contributed by Tarun Sheth (Senior Consultant) and Shilpa Sheth (Managing Partner, US practice) of HR firm, 
Shilputsi Consultants. Write to Help, Tarun! c/o Business Today, Videocon Tower, Fifth Floor, E-1, Jhandewalan Extn., New Delhi —1 10055. 
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xa NATIONAL POWER TRAINING INSTITUTE 


a (Ministry of Power, Government of India) = 
mA NPTI Complex, Sector-33, Faridabad - 121 003 (Haryana) E 
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Ph.: 0129-2275475 Fax : 0129-2277412, Website : www.npti.nic.in See 


Opportunity to Join us 
Engagement of Experts in ‘Centre for Advanced Management and Power Studies’ (CAMPS), NPTI 
1. PRINCIPAL FELLOW : (Economics) - 01 


Remuneration : Rs. 28000/- (with residence) Rs. 33000/- (without residence) with annual increase of Rs. 1000/- based on performance. 
: Essential - i) Master's Degree in Economics from a recognized University/Institution with at least 55% marks or equivalent grade; 
ii) Teaching/Research/Working experience of 15 years or more in Universities/Colleges and other organizations of repute. fii) Applicants 
from Central Govt./State Govt./Universities should have at least two years service in the pay scale of Rs. 14300-18300 or equivalent. 


Desirable : Ph.D. or equivalent qualification. An eminent scholar with published work of high quality. 
BENIOR FELLOW : Economics - 01, Public Policy - Of, Environment - 01, Strategic Management - 01 
Remuneration : Rs. 24000/- (with residence) Rs. 28000/- (without residence) with annual increase of Rs. 800/- based on performance. 





i) Master's Degree in Economics from a recognized University/Institution with at least 5596 marks or equivalent grade; 

o Teaching/Research/Working experience of 13 years or more in Universities/Colleges and other organizations of repute. 

ie open Rm Central Govt./State Govt./Universities should have at least five years service in the pay scale of Rs. 12000- 
or equivalent. 


Desirable : Ph.D. or equivalent qualification. An eminent scholar with published work of high quality. 


.. 


Essential 


Essential : i) Degree in Power/Elect./Mech. Engg. from a recognized University/Institution with at least 55% marks or equivalent grade. 
ii) Master's Degree in Business Administration/Public Administration with specialization in Public Policy from a recognized University/ 
Institution with at least 5596 marks or equivalent grade. iii) Experience of 13 years or more in Teaching/Research/Policy Making/ 
Consultancy/Regulation etc. iv) Applicants from Central Govt./State Govt./Universities should have at least five years service in the 
scale of Rs. 12000-16500 or equivalent. 

Ph.D. or equivalent qualification. An eminent scholar with published work of high quality. Experience in Power/Energy Policy 


For Senior Fellow (Environment) : 

Essential : i) Master's ree in Environmental Science/Engineering from a recognized University/Institution with at least 5596 marks or 
equivalent grade. ii) Experience of 13 years or more in Teaching/Research/Environmental Wings of large Organisation/National 
Institutions with thorough exposure in EIA/EMP Studies. iii) Applicants from Central Govt./State Govt./Universities should have at 
least five years service in the scale of Rs. 12000-16500 or equivalent. 

Desirable : Ph.D. or equivalent qualification, An eminent scholar with published work of high quality. 
For Senior Fellow (Strategic Management) : 

Essential : i) Degree in Engineering from a recognized University/Institution with at least 55% marks or equivalent grade. ii) Master's Degree 
in Business Administration from a recognized University/ Institution with at least 55% marks or equivalent grade. 
iii) Teaching/Research/working experience of 13 years or more in Universities/ Colleges and other Organisations of repute. iv) Applicants 
from Central Govt./State Govt./ Universities should have at least five years service in the scale of Rs. 12000-16500 or equivalent. 

Desirable : Ph.D. or equivalent qualification in Management. An eminent scholar with published work of high quality. 


i ELLOW : Economics - 01, Public Policy - 01, Environment - 01, Strategic Management - 01 
Remuneration : Rs. 20000/- (with residence) Rs. 23000/- (without residence) with annual increase of Rs. 600/- based on performance 


Desirable 





Essential : i) Master's Degree in Economics from a recognized University/ Institution with at least 55% marks or equivalent grade; 
ii) Teaching/Research/Working experience of 10 years or more in Universities/ Colleges and other Organizations of repute. 
iii) Applicants from Central Govt./State Govt./Universities should have at least five years service in the pay scale of 
Rs. 10000-15200 or equivalent. 

Desirable : Ph.D. or equivalent qualification. An eminent scholar with published work of high quality. 
For Fellow (Public Policy) 


Essential : i) Degree in Engineering or Commerce/Business Administration/Public Administration from a recognized University/Institution with at 
least 5596 marks or equivalent grade. ii) Master's Degree in Business Administration/Public Administration with specialization in Public 
Policy from a recognized University/Institution with at least 55% marks or equivalent grade. iii) Experience of 10 years or more in 
Teaching/Research/Policy Making/Consultancy/Regulation etc. iv) Applicants from Central Govt./State Govt./Universities should have 
at least five years service in the pay scale of Rs. 10000-15200 or equivalent. 

Desirable : Ph.D. or equivalent qualification. An eminent scholar with published work of high quality. Experience in Power/Eneray Policy. 

For Fellow (Environment) : 

i) Master's Degree in Environmental Science/Engineering from a recognized University/ Institution with at least 55% marks or 

equivalent grade. ii) Experience of 10 years or more in Teaching/Research/Environmental Wings of large Organisation/National 

Institutions with thorough exposure in EIA/EMP Studies, iii) Applicants from Central Govt./State Govt./Universities should have at 

least five years service in the pay scale of Rs. 10000-15200 or equivalent. 

Desirable : Ph.D. or equivalent qualification. An eminent scholar with published work of high quality. 


Essential 


Essential : i) Degree in Engineering or Commerce/Business Administration from a recognized University/Institutions with at least 5596 marks or 
equivalent grade. ii) Master's Degree in Business Administration from a recognized University/Institution with at least 5596 marks or 
equivalent grade. iif) Teaching/Research/working experience of 10 years or more in Universities/Colleges and other Organisations of 
repute. iv) Applicants from Central Govt./State Govt./Universities should have at least five years service in the pay scale of 
Rs. 10000-15200 or equivalent. 

Desirable : Ph.D. or equivalent qualification in Management. An eminent scholar with published work of high quality. 


Age limit for all the above posts : 55 years as on 01.09.2005 — i j 
The period of engagement shall be five years which may be extended based on the performance of the individual and need of the 


organisation. 

Typed on plain giving detailed Curriculum Vitae and a recent passport size colour photograph alongwith a non-refundable fee of 
^ by Demand Draft drawn fn favour of National Power Training Institute payable at Seems aprwe e fio oe paces 
i ee akar an Com , Sector-33, Faridabad-121003 (Haryana) within one month from the 
; applied for the above need not apply again. 
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Wanted a Chief Operating Officer 


who can see beyond the obvious 








The possibilities are infinite. 
The potential, enormous. If you have the keen foresight 
to see and act on it, you would certainly fit the bill. 
Suguna Poultry Group is one of the largest 
producers of poultry broiler in the country. We envisage 
a growth prospect that would take us from the existing 
turnover of Rs, 8000 million to Rs. 40, ooo million in 
the next 5 years. We also seek to extend our sphere of 
influence into newer markets both within the country 
and globally. 

Our products and services encompass the whole 
gamut of the Poultry Industry from Contract Farms, 
Broiler Operation Centers and Poultry Feed Plants, 
to Hatcheries and state-of-the-art Chicken Processing 


Export Oriented Units. 


As our Chief Operating Officer you would 
spearhead our operations and steer our growth plans 
in the right direction. We expect you to be an MBA 
from a reputed institution with over 20 years of 
experience preferably in a similar industry. 

As befitting the position, you should have proven 
strategic and business skills with the ability to 
set the benchmark for performance, and lead the 
venture into newer markets both within the country 
and overseas. 

A truly enlightened work culture and a top management 
team consisting of professionals from all parts of the 
country await you. 

The location is Coimbatore, a city known for its spirit 


of enterprise, with a truly exceptional business climate. 








SUGUNA 





POULTRY 
GROUP 


Please email your resume in strict confidence to: coo@sugunapoultry.com 





Alternatively, mail a copy to : SUGUNA POULTRY FARM LIMITED, sth Floor, Jaya Enclave, 1057, Avanashi Road, Coimbatore-18. 
Ph: 0422-5392503, 5392504. Fax: 0422-5392507. 








Time's/Sug/6028/05 

















Non-IT Engineers | Virtual Classroom 
In Demand But Real MBA 


Manufacturing boom brings back traditional jobs. Online MBA courses are now the rage. 


HS ABOUT GETTING AN MBA FROM A TOP B-SCHOOL 
without quitting your job? And how about 
getting the same faculty that teaches on-campus 
students to teach you online? Actually, virtual man- 
agement education is no more a matter of fantasy. 
|. Thanks to India's telecom and rr revolution, such vir- 
| tual classrooms are mushrooming across the country. 
| Although it started off in a small way three years ago, 
| when Xavier Labour Relations Institute (XLR) tied up 
| 

| 





with Hughes DirecWay to offer a course in HR 
Management, virtual management learning has 
taken off in a big way. Mumbai-based Narsee Monjee 
Institute of Management Studies recently tied up with 
Wanted: people! Even in steel plants like the one above | Hughes to offer a virtual general management pro- 
gramme, while XLRI joined hands with Reliance 
dt HE LAST 12 MONTHS HAVE SEEN SALARIES OF MIDDLE | Web World to offer a course in logistics management. 
and senior level non-IT engineering surge by | Even the Indian Institutes of Management (IIMs) 
almost 20 per cent. “With the revival of the | offer several short and long-duration programmes. 
manufacturing and the infrastructure sector, demand | At Rs 1.8 lakh or so for an eight- to 14-month 
for non-IT engineers is likely to grow by around 17 per | programme, these courses are delivered over vsat 

cent to 20 per cent over the next three to four years," | networks on a real-time basis. Neat, isn’ i? — Em 
says Hitesh Oberoi, COO, Naukri.com. | AMANPREET SINGH 

HR departments of companies such as L&T, Tata | 
Steel, BHEL, ABB, Hindustan Constructions, Siemens, 
Hindalco, Punj Lloyd and RITES are busy putting up re- | 
cruitment ads that make you feel as if the age of in- 
dustrial revolution is back. Demand for engineers 
from “non-sexy” disciplines such as metallurgy, 
instrumentation, civil, refractory, and mechanical is 
booming. Manufacturing industries are offering 
engineers with five to seven years of experience any- 
thing from Rs 5 to Rs 7 lakh in annual salaries. The 
more adventurous engineers can earn up to Rs 12 
t lakh a year at Bros that offer engineering design serv- 
ices. HR consultants say that with the government 
liberalising labour laws, and the power and infra- 
structure sectors due for their next phase of investment, 
the boom in engineering will only get stronger. 
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Is this real or ANT An XH class in progress 
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More rantita wiy Monster means more 
According to the latest report by um Ay oy) 63.8% of vistors to Monster do nor vst its nearest competitions site* 
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a focused search, Monster is where all the action's sale 
the best professionals 24X7, 365 days a dir gg a 
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Senior Management Jobs 





RECRUITMENT MANAGER 

IBM India Ltd. 

The incumbent would be required to provide recruitment 
support to business consulting services across ASEAN. Key 
responsibilities would involve maintaining relationships across 
sector/service and country. 

Experience: 5 - 10 years 

Job Code: 32921564 

AGENCY MANAGER 

Engeol Global Solutions 

Job involves identifying, recruiting and managing advisors from 
the respective region. Prepare short term sales and distribution 
plan, identify opportunities to develop business, prepare sales 
approaches and strategies, etc. 

Experience: 2-5 years 

Job Code: 33010490 


CHARTERED ACCOUNTANTS 

I People India 

The incumbent should have experience in Statutory Audit and 
Compliance, General Audit and Compliance, Corporate 
Taxation, Indirect Taxation, International Taxation, and 
Telecom / IT / BPO Audit. 

Experience: 6 - 8 years 

Job Code: 33132488 

SR. MANAGER- BUSINESS DEVELOPMENT 
Indian Quotations Systems Pvt. Ltd. 

The individual should possess understanding of financial 
markets, strong selling & relationship building with experience 
in direct sales / marketing of high value products or services 
to corporate clients. 

Experience: 7 - 10 years 

Job Code: 32820616 


NATIONAL PRODUCT MANAGER 

Reahu Polymers Pvt. Ltd. 

Responsible for integrating and focusing the strategies and plans 
of marketing, sales and technical engineering into a coherent 
approach to develop and maximize/optimize business 
opportunities in India. 

Experience: 15 - 20 years 

Job Code: 32241251 


VICE PRESIDENT- HUMAN RESOURCES 
Technical Systems Corportation 

The candidate will be functioning in a dynamic environment 
and will be responsible for all HR related activities including 
introducing innovator HR practices for employee satisfaction, 
motivation and retention, etc. 

Experience: 12-15 years 

Job Code: 33010399 





To know how to apply for these jobs, go to sales and marketing jobs listing page. 


MANAGER -OPERATIONS 

Emptoris Technologies (I) Pvt. Ltd. 

The incumbent should have experience of handling large data 
sets/ data processing/ data management/content management 
US work exposure is a must. Should possess strong leadership 
qualities and must have managed a team of at least 30 people. 
Experience: 8-12years 

Job Code: 32886349 


MANAGER - REVENUE ASSURANCE 

Hutchison Max Telecom Limited 

Key responsibilities involve benchmarking of RA activities, 
checking tariff plans; reconciliation of CDRs, and systems — $ 
audit of billing software. Building and maintaining 
environment cohesive to RA activities, etc. 

Experience: 7 - 9 years 

Job Code: 32932911 


GENERAL MANAGER - FINANCE 

ICS Infrastructure Pvt. Ltd. 

Responsible for overall Accounts and Finance functions, direct 
and indirect tax structuring, monitoring and compliances. 
Should possess understanding of International laws, FEMA 
and RBI compliances, etc. 

Experience: 7 - 8 years 

Job Code: 30002858 

DEPUTY MANAGER - HUMAN RESOURCES 
Kotak Mahindra Bank 

Ensure that - HR priorities and plans are clearly linked to thd 
business, that the business has the correct manpower resources 
that is well trained, that the employees are contributing to their 
maximum and systems are in place to measure performance. 
Experience: 2 - 5 years 

Job Code: 32114208 

PRODUCT DEVELOPMENT MANAGER 
SupportSoft India Pvt. Ltd. 

The Product Development Manager will be responsible for 
managing and leading the engineering team with the 
responsibility for overseeing the total quality inclusive of 
planning, control and assurance and improvement. 
Experience: 7 - 10 years i 
Job Code: 28049227 

CORPORATE MANAGER 

TechSpan India 

Job involves ensuring internal customer satisfaction, 
participating in all external public relations, preparing annual 
headcount budget based on inputs from top management on 
revenue targets and headcount mix, etc. 

Experience: 8-7 years 

Job Code: 32972833 
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India’s No.1 jobsite. 


IT Jobs | 


SENIOR SOFTWARE ENGINEER 

EFunds 

The individual will be responsible for interacting with various 
business units to develop multi-lingual IVRs. The incumbent 
should have excellent oral and written communication skills. 
Experience: 3 - 5 years 

Job Code: 32433612 


SENIOR ANALYST 

FISC India Pvt. Ltd. 

You will be responsible for the management of database analysis 
iprojects in support of marketing initiatives. Works closely with 
program lead, business partners to capture campaign goal 
information and determine appropriate measurement approach. 
Experience: 2-5 years 

Job Code: 32513583 
SOFTWARE ENGINEERS 
Hewlett Packard 
The software engineer works as a member of an engineering 
team developing, designing, and maintaining one or more of 
our products. This position reports to the appropriate project 
manager. 

Experience: 3 - 5 years 
Job Code: 33011859 
MICROSOFT - FRAMEWORK 
MindTree Consulting Pvt. Ltd. 

"The applicant should possess at least 1 year experience on .net 
and on core .net libraries and should have the ability to lead a 
3-4 person team. If he/she has worked with any product 
companies it would be an additional bonus. 

Experience: 2 - 5 years 

Job Code: 32613239 
SENIOR CONSULTANT TECHNICAL 
Oracle India Pvt. Ltd. 

As Senior Technical Consultant, you will be working on both 
offshore and onsite projects. As part of these, you will be involved 
typically in the product comprising design, development and testing 
of the extensions to the Oracle Applications product. 

xperience: 4 - 6 years 
ob Code: 31972341 
ORACLE APPS 
TATA Consultancy Services Ltd. 

The applicant should possess IT experience with a reputed 
consulting organization or with an industry in the 
development, maintenance, upgradation, testing or production 
support projects. 

Experience: 2 - 10 years 
Job Code: 32470881 
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To subscribe to ExpressResume, SMS 'ER' to 98663-11011 


To know how to apply for these jobs, go to sales and marketing jobs listing page. 


MICROSTRATEGY TECHNICAL SPECIALIST 
Enable Systems Pvt. Ltd. 

Job involves maintaining, updating, and creating microstrategy | 
object customizations, reports, and distribution scenarios. | 
Understanding and modifying the microstrategy object model is 
must. 

Experience: 5-7 years 

Job Code: 33010374 


SENIOR SOFTWARE ENGINEER 

Globespan India Pvt. Ltd. 

The incumbent should have the ability to design various 
modules presenting effective alternate design options, should 
also possess in-depth knowledge and expertise in handling 
various data structures, etc. 

Experience: 1 - 6 years 

Job Code: 32898133 

SENIOR TEST ENGINEER 

Microsoft India 

This position will be responsible for working with the Test 
leads in Redmond in planning and building resources for 
upcoming projects. Primary responsibilities include ensuring 
quality of Operation Services applications. 

Experience: 5 - 7 years 

Job Code: 31937773 

J2EE SENIOR DEVELOPERS 

Momentum India Pvt. Ltd. 

As part of a team of developers, will be developing and unit testing 4 
application software. Conceptual understanding of the entire system 
under development, its business usage, technical architecture, 
performance and functionality related issues is expected. 
Experience: 2-5 years 

Job Code: 33010320 

SOFTWARE ARCHITECT 

Philips Software Centre Pvt. Ltd. 

You will be responsible for defining validation strategies, design 
and development of test environment for certification to 
wireless standards and protocols and performing testability 
analysis for requirements and design. 

Experience: 8 - 10 years 

Job Code: 32484205 

OM AND DISTRIBUTION CONSULTANT 
Wipro Technologies 

The incumbent should be comfortable with the oracle 
methodologies and should be able to interact effectively with 
customers, developers and peers to ensure the successful 
delivery and implementation of the solution, etc. 
Experience: 2-4 years 

Job Code: 32509232 
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Sales and Marketing Jobs 


INDUSTRIAL SALES EXECUTIVES 

Berger Paints India Ltd. 

You would be responsible for maintaining and expanding 
-customer base & products penetration, technical & commercial 
support, with the overall objective of delivering on sales & related 
targets. 

Experience: 2 - 5 years 

Job Code: 32434146 

BUSINESS DEVELOPMENT EXECUTIVES 

Frost & Sullivan India Pvt. Ltd. 

You will be responsible for territory management, targeting new 
business development in new and existing markets, building 
relationships to up-sell and cross-sell, etc. 

Experience: 1-3 years 

Job Code: 32383996 


SALES AND MARKETING ENGINEER 
Hello Soft 

Conduct research to develop competitive strategy and define 
pricing and positioning. The incumbent should be good at 
technical sales develop product launch materials, product 
promotions and product presentations materials, etc. 
Experience: 7 - 12 years 

Job Code: 32922039 

.MARKETING/ BRAND MANAGEMENT 
Maruti Udyog Ltd. 

The incumbent shall be responsible for product planning, 
marketing communication, compilation of all brand and 
competitor related information, promotion strategies, etc. 
. Experience: 3 - 5 years 

Job Code: 32572425 


REGIONAL SALES MANAGER - NORTH 

Scan Infotech Pvt. Ltd. 

You will be entirely responsible for meeting sales targets, sales 
forecasting & monitoring the competition in North India. You 
will be responsible for the total sales activity, starting from suspect 
identification and project presentations, 

Experience: 2-5 years 

Job Code: 33065579 

BUSINESS ANALYST 

Tesco India 

Prior experience of working on RETEK warehouse management 
system or any other warehouse management system. Understanding 
of business area like check outs, counters, back office/cash office, 
warehouse management, distribution etc is desirable. 

Experience: 6 - 7 years 

Job Code: 32665917 


TECHNICAL SALES MANAGER 

Cambil Software Pvt. Ltd. 

Job involves generating business with given targets, service the 
existing clients, end to end responsibility for taking technical 
sales to the next level, etc. 

Experience: 2-5years 

Job Code: 31527621 


BUSINESS DEVELOPMENT MANAGER 

Gates Computing Pvt. Ltd. 

Job involves identifying new opportunities for business with existing 
and new clients, managing client relationships, including making 
telephone and face-to-face sales calls to current clients on a timely 
basis to uncover opportunities and advance the sales process, etc. 
Experience: 10 - 12 years 

Job Code: 26162892 

ASST. SALES MANAGER 

Maco Corporation (I) Pvt. Ltd. 

Identify potential customers and prospecting, application 
engineering and enquiry generation, bidding and order 
finalization, supervision of erection/commissioning, prove- 
out and handing over of machinc, etc. 

Experience: 5 - 7 years 

Job Code: 33023514 

ASSISTANT MANAGER - CORPORATE SALES 
Parsec Interact 

As an Assistant Manager - Corporate Sales, you will be 
responsible for Business-to-Business (B2B) sales of PARSEC's 
services to the mortgage industry in the US. You will be part of a 
team that will be responsible for new business generation. 
Experience: 2-5 years 

Job Code: 32480494 

SALES MANAGER 

PSIEGENIA-AUBI KG 

Your key responsibilities will be to introduce and develop the 
sales within the Indian market, advising fabricators, specialist 
trade and customers of our new and existing product range. 
Experience: 2 - 5 years 

Job Code: 31940325 t 


HOW TO APPLY FOR THESE JOBS: 
|. Logon to www.monsterindia.com 
2. Click on "Search Jobs" link 


3. Typethejob ID number in the "Keyword Search" field 
4. Click the "Search Jobs" button 
















Get headhunted 
by the top employers. 


Monster.com is India's No. 1 jobsite. Post your resume for 
free and get noticed by India's top employers. 





A monster.com 


India's No.1 jobsite. 


Little wonder that our competition 
is truly out-of-sight! 


jm it's true and even more emphatic than 
ever before! 


According to the latest report by 
comScore Media Metrix, Monster India 
gets 65% more* unique visitors than its 


nearest competition. Putting it simply, 


Monster attracts 165 unique visitors for 
every 100 that our competition gets. 


With an access to thousands of sought-after 
resumes and a focused search, Monster is 
where all the action's at! Hire the best 
professionals 24X7, 365 days a year and 
always enjoy 65% more power added to 
your search. 


*As shown by research conducted in June 05, by comScore Media Metrix, an 
independent 


More reasons why Monster 
means more 


e 63.8% of visitors to Monster do not visit 
its nearest competition's site* 

e 67% of users from competition also visit 
Monster* 


e 72.9% of job seekers are reached by 
Monster, as against 41.276 reached by our 
nearest competition" 


Monster India attracts 65% more unique 
visitors than the competition. 


EN, - Pack the recruitment punch with 65% more power! 


É; 
“ws Call 1-600-4254032 TOLL FREE 


Q monster.com 


India's No.1 
job site 
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INGERSOLL - RAND (INDIA) BANGALORE 


Vice President - Human Resources 


Shilputsi Consultants have been retained to recruit a Vice President — Human Resources, 
Ingersoll-Rand (India). 


Our Client : 


The Job : 


Qualifications : 


& experience 


Remuneration : 


Ingersoll-Rand is a USD 10 Billion, Fortune 500 US multinational engaged in the business 
of Industrial Technologies, Construction Technologies, Compact Machines Technologies, 
Security and Safety Technologies and Climate Control Technologies. Ingersoll-Rand (India) 
Limited is a subsidiary of the Ingersoll-Rand Company and represents business in 
Construction Technologies, Bobcat and Air Solutions in the Indian subcontinent. 


The VP — Human Resources of Ingersoll-Rand (India) Limited will support businesses in 
reinventing and top grading their Operations and Supply Chain Organizations, create policies, 
structures and systems for new businesses, support I-R India businesses in smooth people 
transition in Mergers and Acquisitions and participate in the I-R (worldwide) HR Transformation 
initiatives. 

The incumbent will also define metrics for a High Performance Organization and 
institutionalize systems and processes to achieve them, develop Value Centered Skills among 
employees across all businesses and enhance I-R (India) brand equity externally and 
internally to transform I-R (India) to an 'Employer of Choice'. 


The incumbent will be responsible for initiating and implementing HR policies, processes 
and systems in consonance with global policies. The role requires creating an HR Shared 
Service Organization for all I-R (India) businesses resulting in synergies and avoiding 
duplication. It also requires creating and sustaining customer interface policies for mature 
and growing businesses and building in required competencies in their human resource. 


MBA / Post-graduate in Human Resource Development from a premier institute in India or 
abroad with at least 20 years experience in HRD with blue chip companies, preferably 
multinationals with at least 5 years experience at the senior most level. 


The candidate we are looking for should have skills in understanding Ingersoll-Rand India's 
business and partnering with them in achieving their short and long term objectives. 


Experience in designing and implementing talent management processes and compensation 
management for senior positions is essential. 


The position reports to the Chairman and President, Ingersoll-Rand (India) Limited and will have 
a matrix reporting relationship to Sr. Vice President — HR, Ingersoll-Rand Company, USA. 


The company offers an excellent package commensurate with the high level of responsibility. 


Expressions of interest alongwith detailed profile should be emailed immediately to pratibha@shilputsi.com 
with "VP — HR, I-R (India)" in the subject column or mail to: 


Ms. Pratibha Sheth 
Shilputsi Consultants 
Post Box 19172 
Mumbai 400 025 


FERRER — Jo 


HOW WOULD 
YOU LIKE TO 
MAKE A CAREER 


UT OF SAVING 
THE EARTH? 





As part of a company generating the 'green energy of the future' your career 
with Suzlon can only look skywards. 


How often can you combine great career growth with growth for all 
humanity? How often do you get to secure your future along with securing 

(0 the future of the planet? Give your career the global edge and do your 
bit in saving the earth. Partner Suzlon - an organisation with international 

YEARS business headquarters in Denmark and operations in Australia, China, Europe, 
India & The United States of America - in harnessing energy that is clean, 

renewable and environment-friendly. Today, we're looking for talented people 





REJUVENATING 


EARTH who can take us to ever higher ground. If you're keen on joining a company SUZLON 


with a global vision, post your resume on www.suzlon.com/careers.htm 





Always wanted to make your career fly? Well, here's your chance. POWERING A GREENER TOMORF 
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A jumbo problem: It is easier to ride an elephant than get a handle on strategy 


The Strategy Elephant 


World's best-known management maverick takes apart the various strategy ‘schools’, a self- 
confessed Leftist on India's globalisation experience, and inspiring lessons in leadership. 


T'S NO EXAGGERATION TO SAY THAT FOR 

every manager in the world, there's a 

unique strategy. Which is why different 
companies perform differently and even 
within the same organisation, all the 
managers don't deliver equally. Why should 
that be the case when companies, at least the strate 
better ones, recruit managers with comparable i safari 
strategy skill sets and operate in more or les SSS 
the same environment? There’s no simple an- 
swer to it, but what it does point to is the STRATEGY 
complexity involved in strategising. It really SAFARI 
starts with some fundamental issues, not 


least of which is the question, what is strategy? By Mukul Pandya and 


To managers who talk strategy as natu Robie Shel 
o anagers wno talk strategv z € wa 
y - CD) Wharton School 
rally as they breathe, that question may seem chi 
das. But H Mi t B Publishing 
inane. But Henry Mintzberg, Bruce : 
ER seat UP "B CE pp. 466 





Ahlstrand, and Joseph Lampel all professors — price. Rs 350 
of management—don't think the manager to- 





tend in this first India reprint of their 1998 
book by Pearson, is due to the sheer volume 
of work available in the area of strategic 
management. Hence, the analogy of strategy 
as an elephant and managers as the seven 
blind men trying to make sense of the beast. 

Before we go further along the review, a 
quick note on why we are giving so much 
prominence to a seven-year-old book. One 
reason has to do with Mintzberg, the 
Cleghorn Professor of Management Studies 
at Canada's McGill University. Despite being 
an 'insider', Mintzberg has built a huge rep- 
utation for himself by simply being a con- 
trarian. In his dozens of books and articles, 
he’s ranted against the B-school pedagogy, 
slammed conventional theories on strategy 
and planning, and bullied managers over 
their fondness for management fads. Not 


day really knows what strategy is, which one of the surprisingly, his no-nonsense approach to manage- 
strategic management ‘schools’ to follow, or whether it | ment has struck a chord with practising managers in 
is at all possible to strategise in the insouciant sense of large parts of the world. The other reason has to do 
the word. A large part of the problem, the authors con- with the insufficient attention that Mintzberg’s writings 
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have received in India. It’s time serious and amateur students of man- 
agement in the country paid more attention to him. 

Back to Strategy Safari. What is it that Mintzberg does in its 400-odd 
pages? To put it simply, he lines up all the pundits who've written on 
strategic management since the 1960s or so and ticks them off one by one: 
he tells you just what's good and bad about their theories. For the sake 
of convenience, Mintzberg categorises them into 10 schools, comprising 
design, planning, positioning, entrepreneurial, cognitive, learning, 
power, cultural, environmental and configuration. Over 10 chapters, one 
for each, he critiques them, explaining what he thinks are their contr- 
ibutions and limitations. Don't miss the six-page table on “Dimension of 
the 10 Schools", where you get to meet the various strategy "animals" (like 
water buffalo, monkey and lion). 

Some of the criticisms that Mintzberg and his co-authors make really 
come across as mundane. "Strategies have to form as well as be formu- 
lated" (implying that it's not possible for managers to predict with any 
accuracy how their strategies will play out, and that there's an element 
of uncertainty in every strategy), isn't a big piece of advice to any man- 
ager. Similarly, the authors contend that "explicit strategies are blinders 
designed to focus direction and so to block out peripheral vision". 
Perhaps, but was Jack Welch wrong when he articulated his “be #1 or 
#2 or get out” strategy at GE, or was Eiji Toyoda making a mistake when 
he asked his engineers to built the best possible luxury car in the world 
(the Lexus)? The point: Sweeping generalities don't help. 

In Mintzberg's critique, though, there's an important message for man- 
agers. It's one thing for academics and consultants to talk strategy, but 
quite another for the practising manager to get a handle on it. Reason: 
The manager typically works with incomplete information and, therefore, 
must rely as much on intuition as data. The savvy manager, then, would 
refuse to stay wedded to just one of the many strategy schools and instead 
pick the best that each has to offer. E 


R. SRIDHARAN 








F YOU'VE READ THE STRATEGY SAFARI 

review, you'll know why suc- 
cessful leaders are a scarce com- 
modity. In an uncertain and com- 
plex world, where it's easier to get 
things wrong than right, it takes a 
whole lot to lead large organisations 
to success quarter after quarter, 
year after year. So, how do they do 
it? More importantly, if the how 
can be deconstructed, can it then 
be employed to create more such 
leaders? The answer, according to 
Mukul Pandya and Robbie Shell, is 
yes. In fact, that is the premise of 
Lasting Leadership, produced to 
commemorate Nightly Business 
Report's 25 years in January last 
year. The book features 25 excep- 
tional leaders of the past 25 years, 
but it doesn't aim to offer con- 
densed biographies of their lives. 
Instead, it picks up one major tip- 
ping point or milestone in their 
lives and then draws the leadership 
lessons. The 25 leaders, picked 
by a panel of Wharton judges, rep- 
resent a broad spectrum. If you 
have Intel's Andy Grove, adjudged 
the most influential among the 25, 
on one end, then you have 
Grameen Bank's Muhammad 
Yunus on the other (there are no 
Indian examples, though). Based on 
their 25 leaders, the authors-editors 
at Knowledge@Wharton, a web- 
based business journal, draw up a 
list of eight attributes of lasting 
leadership, ranging from truth telling 
to managing risk. Like the authors 
point out, “none of the leaders in 
this book has all these attributes”, 
but a combination of these can be 
cultivated into effective leadership. 


SEPTEMBER 11 2005 BUSINESS TODAY 163 





. BACK OF THE BOOK dn C 


MUMBAI'S ARK 


After The Flood | 


In the wake of the floods that devastated Mumbai in the week of July 26, 
activism and affirmative action have made a comeback. Will these make India's 
commercial capital a better city to live and work in? BY PRIYA SRINIVASAN 


UMBAI IS ANGRY. AT THE BRIHANMUMBAI against a regional planning authority, accusing it of 
Municipal Corporation (BMC), the blocking a few water outlets. Br also learns that a cou- 
state government headed by Chief ple of senior High Court advocates are also planning a 
Minister Vilasrao Deshmukh, the PIL against the state government. 
police, the railways department and Several of the initial pits filed, says a city-based 
the regional planning authorities. And so, after the — activist, were ‘under-prepared’: “Most would not even 
floods, and the angry protests at Dombivili and Mumbra — have been admitted, if not for a bunch of sympathetic 
stations when some local trains were delayed, and the judges.” Another activist says that most PILs seem to ask 
chain of sMses that flew across airwaves shortly after the the government “what it is doing about a certain prob- 
deluge exhorting citizens to support public interest lem for which the government has ready answers and 
litigations (PILs) against administrative bodies or par- 
ticipate in one protest or another, the city is getting 
down to the business of doing something about it. 
Doing something would include two popular film 
stars (Preity Zinta and Shah Rukh Khan) and a scion of 
a business family (Bombay Dyeing's Ness Wadia) tak- 
ing to the streets with brooms. And doing something 
would include the four-odd pits that have actually 
been filed. For instance, there's one by the Bhrashtachar 
Nirmoolan Sanghatna, which is fighting corruption, one 
by Jaag India against the.state government, and another 
by former MP Kirit Somaiya against the state govern- 
ment, the BMC and the Mumbai Metropolitan Regional 
Development Authority. Somaiya has also filed a 
criminal complaint against the Chief Minister. Not 
to be left out, the city corporation has filed a PIL 


SOUMIK KAR 


Activist DaCunha: Lending voice to Mumbaikars' 
outrage against the state government's apathy 
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Flash protest: A delay in the local train service prompted the protest in Mumbai on August 3 


a long list of plans". “They should have asked the 
government why it has not done something? That 
would have put it in a spot," he says. 

This is something old timers on the city's activist 
scene have realised. Quick on the draw, 20 city-based 
NGOs have come together to form The Concerned 
Citizens Commission with the charter to conduct an 
‘Enquiry into the Mumbai Floods 2005”. Spearheaded 


by leading city based activists like Gerson DaCunha, 
Convenor, AGNI (Action For Good Governance and 
Networking in India), Cyrus Guzder, Chairman, AFL, 
Debi Goenka, Executive Trustee of the Environment 
Conservation Trust, and Teesta Setalvad, a human 
rights activist, the commission claims to represent one 
million city residents through its various associations. 

“We have learnt bitter lessons following the anti-Sikh 





Making a splash: They may be smiling but this wouldn't have happened back home 


riots and the Mumbai riots where the enquiry com- 
missions took years to come up with anything," says 
Guzder. *We have decided to follow the Gujarat 
example where a series of human rights NGOs had 
together documented and compiled evidence." The 
enquiry commission will start work on September 3 
and document its findings by September 23. The areas 
of coverage range from why and how disaster man- 
agement failed to skewed urban planning and the 
quality of governance. *We don't even know exactly 
how many people died," adds Guzder. 

DaCunha believes that this time around there is a 
certain fervour and passion among citizens that hasn't 
always been there. He speaks of the response to AGNI's 
public meetings and says that many of the people 
who turned up *are not associated with any activist 
group; they are just concerned citizens". 

This kind of response isn't new to Mumbai. 
Following the blasts of March 1993—when RDX 
bombs exploded at 13 places in the city, including the 
Air India building, the Bombay Stock Exchange and the 
Shiv Sena headquarters, killing over 250 people— 
there was a groundswell of activist sentiment. Over the 
weeks, days, and months that followed-much of the fer- 
vour associated with this died down. Much of the 
protests, however, came from the intelligentsia. This 
time around, it is the common man (and woman) 
who is most upset with how Mumbai’s administration 
responded to the rains. Then, there’s the fear that 
the flooding could be repeated next year, and the 
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year after. That sentiment alone, should keep the 
fires of protest burning. 

DaCunha also points to the current surge in 
English-language newspapers in Mumbai city (DNA, 
Hindustan Times and Mumbai Mirror from The Times 
Of India Group were all launched over the last couple 
of months and have discovered that the rains have pro- 
vided them with great copy) as one thing that has 
spurred the creation of the activist-mindset. 

Still, is it too soon to see this as something that will 
change the way Mumbai's citizens react to their gover- 
nment? “At the moment the outrage (among citizens) is 
carrying us forward, but it would be a mistake to imagine 
that it will sustain itself. What we have to do is capitalise 
on the fervour and take it forward,” says DaCunha. 

Well, the battle is being fought on a multitude of 
fronts. Take the ongoing PIL by the Bombay 
Environmental Action Group (BEAG) challenging the 
method of development of 600 acres of mill land in 
the heart of the city. When hearings began in the 
third week of August, it was clearly pointed out by 
the lawyer representing BEAG, Iqbal Chagla, that it 
was precisely the kind of absence of planning cur- 
rently seen in the development of the mill area that 
led to the flooding elsewhere in the city. Given 
that India’s judiciary has always seen things from the 
perspective of the common man, Mumbai's flooding 
could well turn out to be a waterloo for builders, de- 
velopers, and mill owners hoping to make a quick 
buck from the sale of mill lands. 
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TREADMILL 
SHORT-CUT TO PERFECT ABS 


U SHOULD ACTUALLY BARRACK ME FOR THAT HEADLINE BECAUSE 

Y anyone who has ever done a single abdominal crunch knows, 

there is no short cut to getting the perfect abs. And that thousands 

of crunches, with the help of machines or otherwise, alone cannot 

guarantee the six-pack of your fantasy. Developing a flat, ribbed belly 

requires a careful combination of prudent diet, a fat-burning exercise 
regime, plus exercises for the abdominal muscles. 

Assuming you are eating healthy and burning fat through regular 
exercise, what's the least you can do to get a well toned mid-section? 
By least I mean the minimum. Suppose you were to do just two abs 
exercises per session twice or three times a week, which exercises 
would you choose? Here are my suggestions. 

The first is the lying-down 
hip raise. The first time you do 
this exercise, you will instantly 
see why it is one favoured by 
serious fitness enthusiasts. It 
impacts your ab muscles so 
much more than the plain 
vanilla crunch. Lie on your back 
on a bench, length-wise and 
hold the top of the bench with 
your arms behind your head. 
With your knees just slightly 
bent, raise your legs from the 
hip and cross your legs at the 
ankles; that’s the starting 
position; now, without raising 
your upper back push your hip 
upwards; hold for a second and 
then come back to the starting 
position (see illustration). That's 
one repetition. Do three sets of 
25. If you do this exercise 
correctly, you will feel the burn 
spread from the muscles in your 
lower abdominals right up to 
the upper end of the abs. 

The second is the horizontal plank. Lie on a mat in the starting 
position of a push-up with your wrists under shoulders, elbows 
straight. Keep your legs straight and balance your body on your 
toes and forearms. Your body should form a straight line through your 
trunk, waist and hips; don’t let your stomach sag or shoulders 
droop. Hold this position for 20 seconds (if it is tough, start by doing 
it for 10 seconds and gradually increase the time). That’s one rep. Do 
12-15 reps for a set. Do three sets. 

MUSCLES MANI 





write to musclesmani@intoday.com 


Caveat: The physical exercises described in Treadmill are not recommendations. Readers 
should exercise caution and consult a physician before attempting to follow any of these. 


ALL ABOUT VIRAL FEVER 


EXECS BENT ON PUTTING MORE INTO 
every working minute, losing out on 
even a single day's work can be hard 
to take. But if that happens because 
you've just caught a fever that doesn't 
want to go away, it would be best to 
skip a day's work and visit the doc. 
That's because you may have caught 
viral fever, which you can ignore only 
at your peril. Viral fever can be 
sapping, even fatal, if not taken 
seriously. Here's a quick primer: 
Symptoms: Besides fever, which may 
be low or high and intermittent, viral 
fevers affect the upper respiratory tract 
causing cough, cold, running nose 
and nasal congestion. Red or watery 
eyes, muscles aches and pains, 
gastrointestinal disorders leading to 
an upset stomach, nausea, vomiting 
are other symptoms. Skin rashes could 
also appear. 
Cause: Most viral infections are spread 
by inhalation of aerosolised or 
particles such as dust or 
allergens, by intake of contaminated 
water or food, or by direct contact. 
Some viral infections can also be 
transmitted sexually or by direct 
inoculation into the bloodstream. 


Treatment: According to Dr Anupam 
Sibal, Medical Director, Indraprastha 
Apollo Hospital, New Delhi, drugs like 
paracetamol, ciprofloxacin, amoxcillin, 
vitamin tablets (vitamin B complex 
in particular) and septron can provide 
relief. Also advised: complete bed rest, 
plenty of fluid intake and staying away 
from any strenuous work or exercise for 
at least a week to 10 days. 


Prevention: Viral fevers, by their 
very contagious nature, are difficult 
to prevent. According to Dr Sibal, a 
healthy diet that includes proteins, 
greens and natural vitamins can 
beef up your immune system. This 
reduces the chances of picking up an 
infection. Eat healthy, inculcate a 
healthy lifestyle, build up your body 
strength through exercise and, to 
be on the safe side, just maintain a 
healthy distance from sneezing and 
coughing types. 

ROOPALI JOSHI 
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Crosstalk 


T TOOK A STUNNING SHOOT-OUT AT DAYANIDHI 
[Maran residence, where a CRPF guard 
gunned down a senior colleague, to turn the 
media attention away from the long-simmering 
spat between telecom minister Maran and 
telecom regulator, Pradip Baijal. Reportedly, the 
flashpoints range from access deficit charges 
(ADC) to spectrum recommendations to plain 
turf battles. TRAI Chairman Baijal, though, 
shrugs aside reports of differences. “Half of my 
work is to advise the government on issues re- 
lated to telecom, broadcasting and Tv, while on 
tariff and interconnectivity, I have the powers 
to take a decision, but here also the government 
can give us policy directive," he says as a mat- 
ter of fact. Maran couldn't be reached for 
comment, but it's obvious that at least on the is- 
sue of ADC (meant to compensate BSNL for its in- 
vestment in rural telephony), he wants to ensure 
that the PSU gets a fair treatment. On other is- 
sues, like 3G spectrum allocations, he is open to 
consensus. After all, the two did agree on 
making spectrum allocation technology neutral. 





Coming Home 


ANT SINGH CHATWAL MAY BE BETTER KNOWN FOR 

hobnobbing with the Clintons, but he does have a 
sizeable hospitality empire, Hampshire Hotels and 
Resorts, to his name. Now Chatwal, 65, is setting up 
a subsidiary in India, Dream Hotels, to tap the local 
market. “My children and, more importantly, my 
grandchildren should have a reason to come back 
to India, and having assets is a very good reason," says 
Chatwal, who, like Bill Gates and Warren Buffet, is a 
trustee of the William J. Clinton Foundation. 





9 - 


Bailing Out 


T LONG-DRAWN SALE OF MPHASIS BY PRIVATE EQUITY 
investor, Baring, is taking its toll on key executives 
at the software company. The latest to bail out is 
MphasiS’ hi-profile cro, Ravi Ramu, who is set to join 
the Times Internet Group this October in a similar ca- 
pacity, ending a four-year stint at MphasiS. *My goal 
was to help a fledgling business grow," says the 46-year- 
old, adding that he prefers the thrill of a small business. 
He is going to get that opportunity all over again at 
Times Internet in Delhi. 


HYN NIW 
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OK, Tata 


i p ANYBODY EVEN VAGUELY FAMILIAR WITH CORNER- 
room dynamics, it was a foregone conclusion. That 
Venkatramani Sumantran, 47, former head of Tata 
Motors’ passenger car division, wouldn’t take kindly to 
Ravi Kant’s elevation as the company’s Managing 
Director from head of commercial vehicles. Nobody, 
least of all Sumantran, is saying that’s the case, but it’s ev- 
ident that the former General Motors honcho, hired in 
2001, was quick to get the message. Sumantran’s exit 
statement was as short as Tata Motors’ announcement 
about Kant's appointment, but motown wags are hav- 
ing a field day speculating over possible reasons for 
Sumantran’s departure. One would have you believe that 
it is due to the MG Rover debacle, but another attributes 
it to the slow progress on Chairman Ratan Tata’s pet Rs 
1-lakh car project. Whatever be the reason, many expect 
Sumantran back in the Indian auto industry soon. 


Khan Vs Khan 


T'S THE THIRD TIME THAT ACTORS SHAH RUKH KHAN AND 

Aamir Khan will be going head-on endorsing products 
from competing companies. SRK endorses Pepsi, while 
Aamir is a Coke man; the former signed up for Tag 
Heuer watches, while the latter endorses Titan's. And 
now, Aamir's appointment as the brand ambassador for 
Toyota's MUV, the Innova, pits him against SRK, who en- 
dorses Hyundai's small car, the Santro. It's questionable 
if endorsements work, besides which, in this instance, the 
two stars don't go head-to-head. So why enlist the 
help of another Khan in the battle for consumer mind- 
share? Because when you want star power, nobody in 
Bollywood packs in more than the Khans. 





Good Samaritan 


INOD GUPTA SAYS THAT OVER THE LAST 25 YEARS IN 
XN Us, he's spent more than $20 million (Rs 88 
crore) on lawyers. But that's not the reason why this 
Silicon Valley entrepreneur-turned-philanthropist, 
whose generous endowment helped set up the Vinod 
Gupta School of Management at irr Kharagpur, has 
committed another $1 million (Rs 4.4 crore) to his 
alma mater to set up the Rajiv Gandhi Institute of 
Intellectual Law on the same campus. Says Gupta, 59, 
the multi-millionaire Chairman and CEO of infoUSA, a 
business and consumer information firm: 

“Law and engineering is a common 
mix in the us, but in India it hasn't 
caught on. But I think techies make 
better IP lawyers because each case 
involves understanding a process." 
The first batch is expected to be kicked 
off next July. After management and 
law, Gupta, a big Democrat supporter, 
has his eyes set on liberal arts, 
health services and mass 
communication. Keep up 
the good work. 
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Nurture Your Ieam 


PREMCHAND GODHA, Managing Director, Ipca Laboratories 


EADERSHIP NOT ONLY MEANS AN ONGOING 
concern for people working for you, it 
also means nurturing them. 

As a leader, one should be able to un- 
derstand the art of delegation. Delegation in- 
volves trust, and trust means letting go of the 
urge to do everything yourself. This involves 
some risk, but the reality is that only when 
you disengage yourself can you empower 
another person. You have to be willing to tol- 
erate initial imperfections in the process. 
Plus, you need to have an element of for- 
giveness, which is very important. Otherwise, 
people will be reluctant to take risks. 

Leaders who believe in empowerment 
tend to allow gestational shortcomings dur- 
ing the learning curve. In rectifying and 
forgiving the slips of people, there is, how- 
ever, a deeper motive: you are building a 
learning organisation. People can learn and 
grow only by making mistakes, but they 
blossom when they discover that here is a 
culture of learning—where errors of 
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judgement or execution are not punished, 
but gently corrected. 

How well people grow under your 
leadership is determined by how willing you 
are to let them grow. 

In all this risk-taking, there is a reward, 
both for the leader and the learner—a lasting 
bond of mutual trust. It provides the basis for 
speedier decision-making. If there is too 
much watchfulness or too little provision 
for human error, the learning curve becomes 
much longer and the entire process of 
making decisions becomes slower. 

How does one identify and empower 
future leaders? One way is by observing the 
person’s commitment and involvement in a 
task or a project. Even as he develops the 
necessary skills while making occasional 
mistakes, what will always stand out in the 
actions of a potential leader is dedication, 
intensity and a passion to see things through. 
Successful leaders value and nurture such 
qualities in their people. Œ 


INVASOD H$3/NDn 


-a 


m: OUTIL) 


SOUIY snjd40Jo» e 


Aepz JUL 





> 
a 
[e| 
Uo 
[o 
z 
= 
a 





Tt LAJU 30d APAIIVe QU I LF 



















Fixed | Pharma 
Deposits | Stocks 










Free Parking 


Lnd 





GURGAON 
Rs 9,900/5; t 





WHITEFIELD 


(Bangalore) 


Rs 2500/5; ft 












Auto stocks 


LI 
WINDFALLS " WINDFALLS 


PRABHADEVI 
Mumbai 





MALAD 
(Mumbai) 


Rs 9,000/5; ft 






Rs 9,000/5; : 




















AUR 
RBI Bonds PPF 
ago al 
PUNJAGUTTA ; j 
(Hyderabad) b 
Rs 1800/5; tt T 
ADYAR BEGUMPET 
(Chennai) (Hyderabad 
Rs 2000/5; tt Rs 2000/5; ft 





Small Ü v 
Savings Ne : 2 


WORLI 
(Mumbai) 





Bank cm 
Stocks RII 
































Risky 
Oil Business BESANT 
(Mumbai) | Stocks NAGAR 60 
| MUTUAL ennai) ~ a 
Á 4 Eine Sale 


Shopkeeper's Package Policy 
Overseas Travel Care Policy 
Personal Accident Policy 
Commercial Care Policy 

Office Package Policy 


Industry Care Policy and many more. 


t 


Reliance 
General Insurance 
Company Limited 
Registered Office : Maker Chambers IV, 3rd Floor, 222, Nariman Point, Mumbai - 400 021. ® 022-3032 5000. 


Corporate Office : N.K.M. International House, 178, Backbay Reclamation, Mumbai - 400 020. & 022-3021 6900. 


T JWUZEC 


002 = WORT C 


Insurance is the subject matter of solicitation 





RD "HELO HUIYL “SPUBWYSSAU] Jury L 





TN SL EEE PIL ELF TF S7Y D 


ET LES ea mon WS CE x m: i yj ; 
d S $E. : ! ACE 


^ 


Ere 


Editor-In-Chief: Aroon Purie 
Group Editorial Director: Prabhu Chawla 
Editor: Sanjoy Narayan 
Executive Editor: R. Sukumar 
Deputy Editor: R. Sridharan 
Senior Editor: Brian Carvalho 


‘Associate Edices: Venkatesha Babu ), Shailesh Dobhal (Delhi), 
Ashish Gupta (Delhi), Arnab Mitra i), Priya Srinivasan (Mumbai) 


ms Assistant Editors: Sahad P V. (Delhi), Archna Shukla (Delhi) 


í Re onan Ma o rd Swasi Prasad any’ 





E. Kumar Sharma (Hyderabad), (Chennai) 
| Rue MAP RE 
Pedic Citrate Rahul Sachitanand (Bangalore), Supriya Shrinate (Delhi) 
s Correspondents: Priyanka Sangani (Mumbai), Amanpreet Singh (Delhi) 
Copy Desk: Nipa Charagi (Chief Sub Editor), 
"Payal Sethi (Chief Sub Editor), Roopali Joshi 


Photo Department: Vivan Mehra (Chief Photographer), 

Y Shamik Banerjee, Shome Basu, Kalyan Chakravorty, 
[S A Umesh Goswami, Soumik Kar, Mehr Deepak G. Pawar, 
SM Lalit Rana, Ritesh Sharma 

MI RE mal Do Atada Inpetir 
Baran Chakravartty, Vikas Gupta, Anita Jaisinghani 
ED ur M Pen t abc 
_ Production Department: Dinesh Sachdeva (Chief of Production), Narendra Singh 


Executive Director: Ashish Bagga 
* 
Publishing Director: Pavan Varshnei 





Regional Heads: Vinod Das (Mumbai), Arnab Sengupta (Kolkata) 
Operations: V.M. Nai: General Manager 





"Personal finance quarterly, for July-September, 2005. Released in August 2005. 
"ej Office (Delhi) Sth Floor, Videocon Tower, E-1, Extn., Delhi-110055; Tel: 011- 
RAUM iic lee doti Olio Dub 01, Crema Pao Fee SUMI e 
1, Competent 14 
Connaught Place, New Delhi-110001; Tel: 011-231736970-78; Fax: 011-23736217; Cable: Livmedia, 
—— New Delhi; RU nd TANE ENS MA LANE NM, 
Tel: 022-24983355; Fax: Cable: Livmedia, Mumbai; Impacr 


3 Tel: 080-2212448, 080:2213037, Fax. 080. 080- 


| 2218335; cable: ede Bie Liza, SA 1. Mead. Ab dnm Kolkata-70007; Tel: 033- 
398, 033-22827726, 033-22821922; Fax: 033-22827254; Cable: Kolkata; 


Ahmedabad 380006; Tel: 079-4560393, 079-6560929; Fax: 079-6565293; 39/1045; Kochi Karakkatr 
Road, Kochi-682 016; Tel: 0484-2377057, 0484-2377058; Fax: 0484-370962; cable: Livmedia 
Cochin e Subscriptions: For assistance contact Customer Care, India Today Group, Videocon Tower, 
- 3th Floor, Bet, Jhandewalan Extn, New Delhi deii Lavan axis a pe oredr 
Dul 1; Fax: 23684841; e-mail: voicemail 


swecaretitintoday.com; Record message: 
e Sales; General Manager Sales, Living Media India Ltd, Hamilton House, LA, Connaught Place, New 


.. Delhi-110001: Tcl:011-2335$2233, 011-23313076; Fax: 011-2371299% e Registered Office K-9, 


Connaught Circus, New Delhi-110001 e (© 1998 Living Media India Ltd. All rights reserved 


From The Editor 


USINESS TODAY HAS BROUGHT YOU THE ANNUAL 

"Where to Invest’ specials for over six years now. In 

tune with the changing needs of our readers, who 
now look out for more frequent help and guidance on 
managing their investments, we are launching a quarterly 
Business Today Investment Special, a stand alone maga- 
zine on personal finance. 

Business Today Investment Special, as you'll find in the 
following pages, offers a wealth of information on the 
entire gamut of an individual’s money needs—investing 
in primary and secondary markets (directly or through 
mutual funds), loans, insurance, tax, housing, et al. The 
issue is packed with relevant data, whether it is property 
price trends across the country, a step-by-step guide on 
computing your income tax obligation or the most pre- 
ferred banking brands in the country (an exclusive con- 
sumer survey by ACNielsen ORG-MARG). We also bring you 
interesting real life stories of retail investors who have 
stuck gold in the Spotlight section, together with a story 
on how business leaders manage their money. In Money 
And Me, this issue features call centre pioneer Raman Roy 
and his approach to managing money. 

It is our belief that a good money manager doesn't stop 
at merely investing intelligently but looks 
out for extracting value from her spen- 
ding as well. Therefore, we have incor- 
porated a full 10-page section on Smart 
Spending to help you make an informed 
decision on buying cars, televisions, game 
consoles, cameras, holidays, credit cards, 
well, just about anything. 

Should you be looking at chasing 
every new public issue? Is an initial public offering a good 
arbitrage opportunity or should you invest for the long 
term? What does oversubscription of IPOs, a norm with 
most new pubic issues currently, mean for retail investors? 
Our cover story for this inaugural issue goes behind the 
impending new public issues boom. With more than 
Rs 70,000 crore to be mobilised by 161 companies in the 
next year or so, it spells out the opportunities and pitfalls 
for retail investors. 

Plus, there is a pick of 20 growth stocks at a time 
when the Sensex is ruling above 7500 for those interested 
in skipping IPOs and choosing to play the secondary 
markets. You also will find our 10-page mutual fund 
section, done in collaboration with mutualfundsindia.com, 
a virtual goldmine of information on top-performing 
funds over the last one year. 

If you are a parent with school going kids, don’t 
miss the story (page 48) on saving and investment options 
for children’s education. Elsewhere in the issue, there is 
a dummies’ guide to insurance, tax-related advantages of 
becoming a consultant and how middle-class investors are 
turning to real estate across the country. 
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CREDIT WISE 


Reserve Bank of India’s proposal on credit cards will provide much-needed respite to the consumer. 


T'S GOOD NEWS FOR THE 14-MILLION ODD CREDIT CARD USERS IN THE COUNTRY. ANYONE WHO 
has used plastic money is all too familiar with unsolicited cards, nagging calls from 
pushy sales executives eager to meet their targets, a complex billing system and high 
interest rates. Following the recommendations of the working group that it set up in 
October last year, the RBI issued the ‘Draft Guidelines on Credit Card Operations’ in 
June, which, once finalised, will be binding on all banks. 
The 'Draft Guidelines' look at various aspects of credit card operations like d 
issuance, interest rates, the use of direct selling associates and issues like wrong- 
ful billing. The regulator has proposed that all banks maintain 'Do Not Call 
Registry' of those who do not wish to entertain unsolicited calls. The proposal 
also makes it mandatory for banks to explicitly mention all terms and conditions 
of the credit policy to the consumer, not to share consumer's personal data with 
collectors and not to issue any unsolicited cards. 
While these proposals will go a long way in addressing the woes of credit card 
users, there are some draft measures where there is a feeling that the RBI has over- 
stepped its brief in its overzealousness to protect the consumer. For instance, the pro- 
posal of no issuance of cards to customers without independent financial means (dependant cards and student cards) and placing 
credit limit restrictions on multiple cardholders are seen both by the issuer and user as uncalled for. However, these concerns 
can be easily addressed before the guidelines come into effect a couple of months from now. | 





SUPRIYA SHRINATE 


GOLD FUTURES 


It's time the consumer looked at the yellow metal as an investment option. 














HE YELLOW METAL JUST BECAME MORE ATTRACTIVE FOR INDIANS, THE BIGGEST CONSUMERS OF GOLD IN THE 

world. Retail investors, who had all along desisted from trading in gold because they could 
only buy gold futures (with mandatory physical delivery at the end of the futures period), can now 
look at the yellow metal as a pure investment tool. The government recently allowed investors 
to hold gold in dematerialised form and trade in it at the commodity exchanges. 

The Multi Commodity Exchange (MCX) in association with the World Gold Council is already 
off the blocks with the launch of a new product, a weekly gold contract in one kg and 100 gm 
bars. The dernat option will open every Wednesday and close the following Tuesday and this 
short-trade cycle would also include Saturdays and Sundays. Investors can now buy, hold and 
trade gold in dematerialised form without the hassle of physical possession of the precious 
metal. The amount would be credited or debited, as the case may be, to their accounts with 
the National Securities Depository Limited (NSDL). 

The only dampener is the relatively high cost of holding gold investments in 
demat form, at 2 per cent of the total value—including brokerage, exchange fee, and 
custodian charges in case the investor wishes to roll over the investment after the contract 
period expires. The gold contract will initially be available in Mumbai, Delhi, Ahmedabad and 
Kolkata. The move, coupled with rising gold prices (currently at over Rs 6,000 per 10 
gram), will surely push the metal from being merely a family heirloom to a pure investment option. 

SUPRIYA SHRINATE 
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Marketwatch: Brokers at work 


BIGGER SLICE 


SEBI plans to raise the retail investor's share in public issues from 35 per cent 
to 40 per cent. That is good news for the stock markets. 


Re REPORTS THAT THE SECURITIES AND EXCHANGE BOARD OF INDIA IS CONTEMPLATING 
enhancing the allocation for retail investors from 35 per cent to 40 per cent in a 
public issue, need to be greeted with cheer by the market. Just a few months ago, SEBI 
had increased the retail investor's share from 25 per cent to 35 per cent. The current 
proposal assumes significance given SEBI Chairman M. Damodaran's recent admission 
that new investors are not coming to the market. 

In fact, a recent study on Indian household investors undertaken by the Society 
for Capital Market Research and sponsored by the Ministry of Company Affairs revealed 
that the bad experiences of 1992-94 stock market busts drove retail investors 
away from the market, with the current market boom, starting 2003, attracting retail 
investors mostly as sellers rather than buyers. The proposal will certainly help in the 
much-needed broad-basing of both the primary as well as the secondary markets. 

KUMARKAUSHALAM 


RIGHT STEP 


FTER INSURING THE LIVES OF FARMERS AND STUDENTS, THE MAHARASHTRA GOVERNMENT 

as decided to provide life and medical insurance for over two crore 
working women in the state, mostly from the lower socio economic strata and 
engaged in the unorganised sector, like domestic help and landless labourers. The 
big five insurers—Life Insurance Corporation, General Insurance Corporation, 
Oriental Insurance, ICICI Prudential and HDFC Standard Life—are preparing 
to slug it out for an estimated Rs 5 crore premium business and have already — 
submitted their proposals. Maharashtra's Women and Child Welfare depart- 
ment has proposed to cover death in accidents, disabilities and pregnancy related 
expenses under this scheme. The scheme proposes to offer a cover of Rs 1 lakh 
for accidental death and Rs 50,000 for a major disability. Got a maid who can 
benefit from this scheme? 
SUPRIYA SHRINATE 
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BIO BANKING 


A newborn's stem cells can 
be a lifeline for the future. 


IO BANKING HAS CERTAINLY COME 

of age in India and it begins, 
well, right at the beginning. Now 
you can bank your newborn 
baby's stem cells (the building 
block of every cell in the human 
body) from the umbilical cord 
with LifeCell, a Chennai-based 
company that will store it for 
you for a maximum of 21 years. 
But why would anyone want 
to do that? 

Simply because umbilical 
cord blood is rich in stem cells, 
and these cells can be used in 
future for treating ailments like 





cancer and thallassemia. Res- 
earch is also on for using stem 
cells to treat cardiac problems, 
diabetes and Parkinson's disease. 
What's best, stem cells from any 
one individual can be used for 
close blood relatives as well. 
LifeCell, set up in December 
2004 in partnership with Florida 
based Cryo-Cell International, has 
a capacity to store up to 15,000 
samples. With collection centres 
in Bangalore, Chennai, Hydera- 
bad, Ludhiana, Ahmedabad and 
Mumbai, and plans to expand 
to 24 cities in the next two years, 
LifeCell offers storage facilities 
for prices ranging from Rs 27,000 
to Rs 59,900, depending on the 
duration sought. 
SUPRIYA SHRINATE 
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Owned funds Rs. 23,510 crores 
(as on 31.3.2005) 
NPAs 0.000004% (as on 31.3.2005) 
Capital Adequacy ratio 38.78% 
(as on 31.3.2005) 
NABARD Capital Gains Bond Redemption without surrendering 
Under Section 54(EC) of IT Act* of Bond Savane 
No TDS on interest except for NRIs 
5.20% p.a. for 5 years on Annual (subject to change as per IT rules) 
Option ae years Put/Call Option) Electronic Clearing System 
facility available 
5.30% p.a. for 7 years on Annual Easy issuance of Bonds 
Option (with 5 years Put/Call Option) Demat Facility available on 
—— ———— ]— À— fresh application 
* This is issued as a matter of announcement and Half yearly, yearly and cumulative 
should not be construed as an invitation to interest options available 
subscribe to the issue. For details, memorandum 
of information may be referred to. Personalised customer service 
Wide network & service centres 
across the country 
Applications also accepted at select 
branches of UTI Bank Limited 
The bonds are on private 
placement basis 


and Rural Development 


NABARD is fully owned by Govt. of india and Reserve Bank of India 


In the service of rural India for 23 years 
Issue Open and on tap Plot No C-24, G Block, Bandra-Kurla Complex, Bandra (E), Mumbai 400051. 


© National Bank for Agriculture 
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A Big Bang 


IO * 
Boom . 


With stock markets at an all-time high, 

over Rs 70,000-crore worth of public 
hod i 2008 issues are in the pipeline. Thinking of 
6,605.04 playing the primary markets again? 
BY KUMARKAUSHALAM 
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With The Sensex On A Roll... ..Primary Markets Are Revving Up... 


August 10, 2005 
7,729.82 


T’S BOOM TIME FOR INVESTORS 

in the Indian stock markets. 
The benchmark Bombay 
Stock Exchange’s Sensex 
is virtually on steroids, 

sprinting from 7,000 to 
7,800 (intra-day 
highs) in just 32 



















Ii No. of issues in respective months in 2005 W Amount raised in Rs crore 


...And An IPO Boom Is Just Round The Corner. 


Public Issues In The Pipeline 161 


; Amount To Be Raised 
trading days. The 
spectacular surge is 


Bush of liquidis bronghrabou TOp Public Offers (IPOs & FPOs) In The Pipeline 


by bullish foreign institutional Company Estimated amount 








and follow-up public offerings, FPOs) opportunity in 12 IE] Union Bank 0f India 800 


digits: Rs 7,28,14,00,00,000. Yes, that’s Rs 72,814 — NA: Not Available IPO: Initial Public Offering FPO: Follow-up Public Offering 
Source: Prime Database 


investors (Fils) and a heady blend of TENE pin 
June 28, 2005 sper good ge perfor- BET ainia N.A. 
7.049.00 "nc and a groundswell of positive egeo 1.500 
, sentiment generated by an economy : TiTi 
driving at full throttle. pes 2 200 
Such is the appetite of investors, both retail and insti- Bharat Heavy Electricals Ltd, 
tutional, that it looks like too much money is chasing $ GMR Ener n TUM 
too few scrips, across primary and secondary markets Haldia Petrochemicals 457 
(see Give Me More). “This is the time we all have ai Hutchison Max Telecom 2,000 
been waiting for,” says Ravi Sardana, Head (Northern Idea Cellular 1,500 c 
Region), ICICI Securities. “A good demand build-up — Mil] lndian Airlines N.A. $ 
will ensure an impressive line-up of public issues.” E Power Finance Corp. 1,300 5 
The man is right. Prime Database, a New Delhi- — El Power Grid Corp. Of India 1,500 : 
based primary market research outfit, sums up the — MEI Reliance Infocomm 15,000 z 
coming public issue (both initial public offerings, IPOs, $64 Suzlon Energy 1,000 3 
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IPO: ARBRITAGE 


Company 


Indiabulls Finance 
Dishman Pharma 
Bharati Shipyard 
Petronet LNG 

NDTV 

Power Trading Corp. 
Gateway Distriparks 
Patni Computer 
Deccan Chronicle 
Yes Bank 

NTPC 

TCS 

Shoppers’ Stop 
Bank of Maharashtra 
Biocon 

31 Infotech 

India Infoline 

Jet Airways (India) 
Datamatics Tech 
Jaiprakash Hydro 


Top 20 IPOs (an. 1, 2004 - July 21, 2005) in terms of current market cap “Difference between first day closing price and offer price **Difference between current price and offer price Source: CMIE 


crore (around $16.54 billion). And if that figure doesn’t 
impress you, try this for size: the amount to be raised 
in the next 12 months is bigger than what companies 
have raised, cumulatively, over the last decade, right up 
to March this year. 

“In next few months, (the top) top 10 public offers 
are expected to raise over Rs 26,000 crore,” says 
Prithvi Haldea, Managing Director, Prime Database. 
And the bluest of blue chip companies in India Inc.’s 
roster are coming to the party: Reliance Infocomm, 
Hutch Essar, Air-India and Power Finance Corporation. 

“This calendar year (2005) alone should see public 
issues worth Rs 25,000 crore out in the market,” says 
Sanjay Sharma, Head (Equity Capital Markets), psp 
Merrill Lynch, That says a lot, what with just 
Rs 12,001 crore being raised by 36 companies till 
July 31 this year. “We expect a lot of companies with 
potential market capitalisation of Rs 2,000-3,000 crore 
to come out with public issues of around Rs 400 to 
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Rs 500 crore each,” he adds. 

Amidst all this primary and secondary market 
frenzy, the moot question is: does it makes sense 
for the retail investor to look at the upcoming IPOs or 
FPOs at all? Would these new issues be value-for- 
money investments in a market that is at an all-time 
high? And doesn’t the current strong bull run (much 
likes the ones in 1991, 1994 and 2001), remind retail 
investors of the all-too-familiar scenario of various 
stock market scams that have followed all previous ral- 
lies-turned-bubbles? And is the current IPO scenario any 
different or better than previous ones? For a detailed 
lowdown, read on. 


Comeback Kid 

That public issues have been on a comeback has been 
apparent for the past two years (see The iPO History). 
Last financial year (2004-05) saw 29 issues in all raise 
around Rs 21,431 crore compared to the same number 











LOW RETAIL PENETRATION OF STOCKS: THREAT OR OPPORTUNITY? 
1994-95 1995-96 1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 










Household Financial 1,220,733 i 


Savings 


Te Ce m UM 


Shares as % of 
Financial Saving* 
Figures in Rs crore (at current prices) Source: NSSO 


of issues raising Rs 17,821 crore in 2003-04. In the cur- 
rent fiscal (April-July 31, 2005), 36 issues have already 
raised Rs 12,001 crore from public floats. 

“Unlike previous years’ IPOs, this time we are getting 
a diversified pool of primary offerings and the pipeline 
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looks robust," says Ramesh Srinivasan, Executive 
Director, Kotak Investment Banking. Analysts see the 
upcoming IPO market being driven by issues from a 
range of sectors such as telecom, banking, aviation, 
financial services, construction, textiles, and the like (see 
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Hot IPO Sectors and They Will Also Come To The 
Party). Compare that to even last year's public 
issues where banks and financial institutions alone 
accounted for a third of all new issues. 

What has also helped mitigate the risks of 
market manipulation by unscrupulous indivi- 
duals and brokers now is the sustained interest of 
institutional players, Fils and mutual funds (Mrs). 
With the exception of perhaps April-May this 
year, when they withdrew $411 million 
(Rs 1,808.4 crore), Fils have been pouring money 
into the Indian equity market. In the last seven 
months alone, Fils have been net investors to the 
tune of $5.9 billion (Rs 26,172 crore), com- 
pared to total investments of $8.5 billion 
(Rs 37,400 crore) in 2004 and $6.4 billion 
(Rs 28,160 crore) in 2003. 

"Mutual Funds are investing 10 per cent of 
their qualified institution buyers’ (QIB) portion 
in IPOs. There are at least 10 funds that can indi- 
vidually invest up to Rs 50 crore (in an 1PO)," says 
an investment banker. Apart from QiBs and dis- 
cretionary allotments (see Market Regulator And 
The Small Investor), institutional interest by Fils 





VWNVHS HS3119 





MM GG This is the time we been waiting for. Attractive _ 
Mii eu E valuations are tempting even closely-held companies 


ICICI SECURITIES to go public" 






TOP IPOs SINCE 2003 





NO. Company SST IPO/ ^ Book-building/ Issue Amount Allotment No. Of Times — No. Of 
Opening FPO Fixed Price (Rs crore) To Retail Retail Retail 
Date Investors Portion Applications 
(mm/dd/yy) (Rscrore) Subscribed 

1 Oil & Natural Gas Corp. 3/5/04 FPO BB 10,542.40 164597 081 567,823 

2 is 7/29/00 IPO BB 5,420.49 128110 2.96 1,162,359 

3 NTPC 10/7/00 IPO BB 5,368.15 131008 — 373 1,394,627 

4 ICICI BANK 4/2/04 FPO BB 3,245.80 428.93 0.49 141,042 

5 Punjab National Bank 3/7/05 FPO BB 3,120.00 873.60 3.57 776,237 

6 Jet Airways (India) 2/18/05 IPO BB 1,899.35 491.80 3.33 433,351 

7 GAIL (India) 2/27/04 FPO BB 1,627.36 405.44 1.86 337,975 

8 OBC 4/25/05 FPO BB 1,450.00 85.31 0.21 28,479 

9 Indian Petrochemicals Corp. 2/20/04 FPO BB 1,202.86 353.38 1.31 194,913 

10 Maruti Udyog 6/12/03 IPO BB 993.35 447.01 2.54 247,102 


SOURCE : Prime Database 
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and Mrs creates a thriving 
secondary market for the IPO 
scrip post listing, so very 
important for a retail investor 
who wants to hold on to a 
company's stock and not sell 
for quick gains (see IPO: 
Arbitrage Opportunity Or 
Long Term Bet?). 

With the Securities and 
Exchange Board of India 
(SEBI) cracking the whip on 
disclosure norms pre-IPO, it 
has certainly made fly- 
by-night IPOs of the past, 
well, a thing of the past. 


"Indian disclosure and settlement practices are 
amongst the best in the world. Of late, the retail 
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equity cult has significantly 
increased and robust clea- 
rance and IPO settlement sys- 
tems have ensured that the 
investor’s interests are well 
safeguarded,” says Kotak’s 
Srinivasan. 


Safe, But Profitable? 

SEBI's tightening of capi- 
tal raising norms and the 
participation of institutional 
investors have given the 
market a certain kind of 
assuredness hitherto absent 
in previous IPO booms, but 


there are conflicting signs that all is not well. 
According to Central Statistical Organisation data, 
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an average Indian household's 
investment (as proportion of its 
financial savings) in shares and 
debentures has been consistently 
on the decline, from a high of 14.4 
per cent in 1994-95 to an abysmal 
1.8 per cent in 2003-04. However, 
there are also signs that the retail 
investor is kind of turning back 
to the markets once again, with 
the number of active demat 
(demateralised) accounts, a pre- 
52 i 6 requisite for trading in stocks, with 


1989- 1990- 1991- 1992- 1993- 1994- 1995- 1996- 1997- 1990- 1999- 2000- 2001- 2002- 2005- 2004- 2005: the National Securities Depository 
1990 199] 1992 1993 1994 1995 1996 1997 1998 1999 Limited (NSDL), almost doubling 


. of i amount i “Ti Source: Prime Database — . 
UR MANO MEN in the last three years—from 3.7 


million in March 2002 to 6.5 mil- 
lion by end-June 2005. 

What should really matter to an 
individual investor is the experience 
of IPOs of the recent past. According 
to the Reserve Bank of India, the 
share prices of about 75 per cent of 
IPOs for the period 2001-02 to 2003- 
04 improved on listing. 

What's also comforting, accor- 
ding to Prime Database, is that in 
the last two fiscals (2003-04 and 
2004-05), over 90 per cent of pub- 
lic issues have delivered positive 
results (see 1PO: Arbitrage Oppor- 
tunity Or Long Term Bet?). “In 
fact, Indian POs have outperformed 
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even major global market iPOs, including the Us,” says 
Merrill Lynch's Sharma. 

Better still, the retail investor is a lot more care- 
ful this time around, according to the Indian 
Household Investors Survey 2004 done by Society 
for Capital Market Research and Development, and 
sponsored by the Ministry of Company Affairs. “In 
recent times, a rise in the average price-earnings 
ratio of just 17 to 18, based on Sensex and Nifty 
companies, begins to ring alarm bells for investors 
and market authorities, whereas the average price- 
earnings ratio of 30 to 40 in the early 1990s was 
simplistically accepted." 

“The IPO market is attracting increased retail par- 
ticipation, while the QIB interest also continues to 
remain high. The market is by and large able to dis- 
criminate between quality and weak scrips," says 
M.V. Ramnarayan, Chairman, Registrars Association 
of India. Really? Then what explains the multifold 


oversubscriptions of some recent IPOs? 


Problem Of Plenty 
Experts rue the fact that retail participation in key 
IPOs—11.62 lakh applications for ONGC's FPO of 
Rs 10,542.4 crore in March 2004, and more 
recently, Rs 1.4 lakh for icici Bank's FPO of 
Rs 3,245.8 crore in April 2004—still pales in com- 
parison to earlier PO booms. “Way back in 1992, the 
Rs 217-crore issue of Mangalore Refineries drew 4.4 
million retail investors," say Haldea. However, the 
top 10 iros (in terms of issue size) since June 2003 
have been oversubscribed between 0.21 and 3.73 
times at the retail level. With markets on a roll, 
and almost 161 issues in the pipeline, imagine the 
retail frenzy about to unfold. 

And it is here that retail investors need to exercise 
caution. For, in the rush of a buoyant market, investors 
end up chasing subscriptions and not value, E 
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A House . 
In Every City 


Easy home loan options, soaring property prices and professional 
mobility are making the salaried middle-class buy houses across 
cities. That is sound investment sense. sy SWATI PRASAD 


T WAS AN EARLY MORNING, LATE LAST MONTH, 
when Gautam Sengupta caught the first flight out 
of Mumbai to Kolkata. For the 51-year-old 
Senior VP at Zee TV, that rainy Saturday may well 
have been the high point of his life, for the 
chickens were virtually coming home to roost for 
him after 16 long years. In 1989, Sengupta had 
bought a flat for Rs 3 lakh in Kolkata’s then backward 
Eastern Metropolitan Bypass burough. Back then, 
this was one of the worst areas of the city, with the 
stench from near-by tanneries making it almost unli- 
vable. Today, the tanneries have gone and EMB, as 
Kolkatans call it, is an upcoming area, and Sengupta 
is just days away from striking a deal to sell his two 
bedroom-hall-kitchen flat (2BHK in real-estate lingo) for 
Rs 14 lakh, an appreciation of over 500 per cent. 
That’s not the only property in EMB that Sengupta 
owns. Since picking his first property in EMB, he has 
bought two more in the same area. And he has a 
flat in Bangalore too. Sengupta’s wife and daughter live 
in Delhi, while he is based out of Mumbai for pro- 
fessional reasons. He now plans to sell the Bangalore 
house and buy a flat in Mumbai with the proceeds. 


Salaried And Realty Savvy 

Sengupta represents a growing section within the 
salaried class that has reposed its faith in real estate as 
the primary investment option. “Seventy per cent of 
my assets are in the real estate market, another 10 per 
cent in the stock market and the remaining 20 per cent 
in government securities,” says Sengupta. It’s no 
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GETTING BETTER ALL THE TIME 
Across India real-estate will only get dearer 
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Anala Bhutani already owns a flat in Mumbai (inset Bhutani's 
SM IE mother, seated left, and aunt) and has now booked a 








tea flat in Hyderabad, where he is currently posted 





longer merely rich punters that invest in houses across 
cities. “Salaried people buying more than one house is a 
global phenomenon,” says Sanjay Dutt, Director 
(Transaction Services), Cushman & Wakefield India 
(C&W), a real estate consultancy. 
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But in India, the trend of buying a second house is visi 
ble only now amongst the salaried class, and Sengupta was 
clearly an early bird. According to Dutt, over a 15-year 
period, the capital appreciation in the case of real estate 
is around 15 per cent per annum. “Easy availability of 


One premium covers all 


* |n partnership with New India Assurance company 

* Only one premium insures upto four family members 

* Unexpected medical expenses due to hospitalization covered 
* Cashless hospitalization allowed 












INVESTMENT SPECIAL 
JULY-SEPTEMBER 2005 


HOUSING 











TELL-TALE SIGNS—YOU KNOW THE PRICE OF A PROPERTY WILL GO UP WHEN. T 


m It's well located. Not too far from the central business district 
= tis inhabited by happening people. The kin of people who stay in a aly make a ot of diference j 


to its real estate value 


" It's well-connected and the road infrastructure is good. Or fnew forms of public transport (for instance, the 


Metro) are coming up in the vicinity 


m The power and water situation is good. So much the better if it boasts 100 per cent power back-up - 
m The quality of construction is good. Even if the market goes down, the price won't plunge if the property 
constructed 


is well 


wm There are good schools and hospitals around the locality, or new ones are coming up 


w Malls and 
your daily needs can be met is equally important 


are coming up in and around the area. But presence of even a small, EX ionic cole MORE 


m itis in a landscapped campus and the surrounding ambience is pleasant 
AS TOLD BY ANSHUMAN MAGAZINE, MANAGING DIRECTOR, CB RICHARD ELLIS 


loans is making more salaried people buy second homes 
now,” says Anuj Puri, Mb, Chesterton Meghraj Property 
Consultants (CMPC). 

For 39-year-old Hemant Mejethia, a director in a 
Mumbai-based brokerage—he bought his first house 
in Pune in 1998—there has been no looking back. 
Mejethia's real estate portfolio now boasts two flats in 
Mumbai (one in suburban Mulund and another at 
Matunga, in central Mumbai) and one house each in 
Bangalore and Mysore. *Though my Pune experience 
was a disappointment, as property rates dropped dras- 
tically after 1998, there is still money to be made in real 
estate," says Mejethia, speaking like the hardened player 
in the property market. 


The Accidental Investor 
Not everyone who invests in a second house is a savvy 
investor driven by hard investment logic, like Sengupta 


BETTER THAN GOLD 





or Mejethia. For 33-year-old Rajeev Bhutani, Senior 
Manager at Accenture, it was the nature of his nomadic 
professional existence that made him invest in two 
houses, one in Mumbai and another in Hyderabad. 

Bhutani, who started his career in Mumbai, bought 
a flat in the city's western suburb, Khar, in 1998. 
Then, his job requires him to travel a lot. And with his 
current base in Hyderabad, he has gone in for a flat 
there too, in Serene County, an area being developed 
by L&T. Bhutani’s intention was to just save on rent he 
was paying in Hyderabad, but he ends up being richer 
on both tax benefits as well as capital appreciation 
(see A Second House: Tbe Tax Implications). 

The value of Bhutani's Mumbai flat has also 
appreciated by around 50 per cent since he bought it 
seven years ago. “I booked my Hyderabad flat only last 
month and it has already appreciated 7 to 8 per cent," 
says a happy Bhutani, who, unlike Sengupta, still finds 





Cumulative returns on investment (in %)* 2001 2002 2003 2004 2005 
Gold 179-714: 915^ 2510 02. 25:587 
Equities _ gen -16.04 -5.65 15.84 15.56 14.63 
Commercial real estate ( (prime e cities) 13.77 1243 "12:97 — 12497 tB 
Residential apartments (prime cities) 11.14 9.6 11.58 13.62 13.88 


* Assuming the investment was made in 2000 
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Source: Cushman & Wakefield India 
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mutual funds and stocks a more easy investment option 
than real estate. 

Bhutani’s happy story repeats itself with others, like 
his colleague Ashish Khanna, 37. Khanna, Associate 
Partner at Accenture, had already built a bungalow in 
New Delhi’s hot-and-happening satellite township, 
Gurgaon, in 1999 during the time he was posted there. 
When work took him to Bangalore in 2003, he decided 
to invest in a house there too. And he has not regretted 
the decision. “The value of my Bangalore flat has 
appreciated by around 60 per cent,” says Khanna. 

Similarly, for 58-year-old K.H. Dharudu, a 
government employee who worked in New Delhi 
for over 22 years, ownership of two houses—in Delhi 
and Hyderabad—was something that happened quite 
by chance. “Both the properties were bought with the 
intention of living in them and not for investment or 
speculative purposes,” says Dharudu, who moved to 
his home-town Hyderabad with a private sector job 
after his retirement from public sector company, 
Projects & Development India Limited, in Delhi. 
Dharudu, who had already bought a flat in the trans- 
Yamuna area of New Delhi in Mayur Vihar eight 
years ago for Rs 9 lakh, has also acquired a large, 
2,100-square feet house in Hyderabad. Now he plans 


Sengupta owns three flats in Kolkata and one in 
Bangalore. He now plans to sell the Bangalore flat 
(inset) to buy one in Mumbai 






to dispose off his New Delhi property and pick up 
another property in Hyderabad, cash in on the real 
estate boom and also keep aside some funds to take 
care of his expenses post-retirement. 


No Tenants Please 

A majority of salaried people, who have multiple houses, 
particularly in different cities, surprisingly don’t give them 
out on rent. The reason is pretty simple. Given the 
archaic rent control acts, the odds are loaded against an 
owner who is saddled with a squatter. “If you rent 
out a property, you have to pay tax on the rent you 
earn,” says Bhutani of Accenture, making the case for 
looking at multiple houses as a pure capital appreciation 
option, not for generating a regular income. 

Experts, though, strongly suggest going in for safer 
tenancy options. “One should look for company leases 
(which are safe). Otherwise, you end up paying property 
tax, non-occupancy charges and wealth tax on a pro- 
perty that is locked up," adds CMPC's Puri. Ironically, 
keeping any one of these multiple properties locked-up 
still makes you liable to pay tax on the notional rental 
value of the property, which comes to around 5 per cent 
of the prevailing capital value of the house. 

Besides, you are also liable to pay wealth tax if you 
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A. PRABHAKAR RAO 


HOUSING 


have more than one house. This comes to another 1 per 
cent of your taxable wealth, if it exceeds Rs 15 lakh. 
However, you can claim deduction on one-third of 
the rental value of your flat as expenditure towards main- 
tenance. “Rental income from a second property can also 
be set off against the interest outgo on a housing loan,” 
says Amitabh Singh, Partner, Ernst & Young. 

A lot of salaried individuals buy second and third 
houses that are still under construction. This way, 
they can benefit from substantial capital appreciation, 
once the building comes up (see Tell Tale Signs...). 
However, according to Puri, salaried individuals are still 
not identifying good properties across the country 
and making a planned investments (see Getting Better 
All The Time). “Sometimes they buy their second 
home from the same builder (as the first), if their 
experience has been good,” adds Puri. That may not 
necessarily yield them the bestreturns. 


Retire Rich 


For some people, investing in multiple houses is also a 
form of social security, post retirement. Kerman 
Karkaria, 33, an employee of Reliance Energy, who 
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PATH Dharudu plans to sell his flat in Delhi (inset) and 
roperty in Hyderabad, where he already 
owns a 2,100-square feet house 


already owns a flat in Mumbai, bought a two-bed- 
room flat in Malapatta in Pune with the specific purpose 
of planning for his retirement. *For me, buying a house 
in Pune is a long-term investment. After I retire, | want 
to live there,” says Karkaria. Obviously, he looks at his 
Mumbai flat, which he had bought just six months 
ago, as a retirement nest egg. “My Mumbai flat’s value 
has already appreciated by over 20 per cent,” he adds. 

Similarly, the Chandrashekharans have two pro- 
perties, a flat in Powai, Mumbai, and a plot in 
Bangalore, where they finally plan to build a bungalow. 
The Powai flat, which is owned by the wife, Sumangali, 
is let out on rent. “Our motive for buying two pro- 
perties was purely investment-related," says Sumangali. 
The Chandrasekharans were based in Hong Kong till 
two years back. “In the long-run, we didn’t know 






















A SECOND HOUSE: THE TAX IMPLICATIONS 


T DEFINITELY MAKES MORE SENSE TO RENT OUT YOUR SECOND: 


house, than to keep it locked and wait for its capital value 
to appreciate. Rental income from a second property can 
be set off against interest outgo on a housing loan. 

Let's take the case of someone who owns a house 
each in Mumbai, Delhi and Hyderabad. Let's assume the 
owner is living with his family in his Delhi house and has 
rented out the other two properties. If the Mumbai house 
has been bought on a loan of Rs 30 lakh, and the 
annual interest outgo is, say, Rs 3 lakh per annum and the 
rent earned on this property is Rs 1.8 lakh per annum, the 
owner can offset the loss of Rs 1.2 lakh against the rental 


income from his Hyderabad house, which was bought 15 


years ago with the loan on it paid off. 

Further, in the case of a self-occupied property, the 
maximum deduction for interest payable 
on housing loan is restricted to Rs 1.5 
lakh. However, there is no such restriction 
in case of a rented property. - 

If you plan to sell a house within 
three years of purchasing it, then you 
would have to pay a short-term capital 
gains tax, provided you make money in the 
: process (the capital value of your house 

 eppreciates). The tax will be levied at 
of 33.66 per cent (inclusive of surcharge 

If you choose to sell the house after 


where we'll finally find our roots. So we thought it wise 
to invest in the booming real estate market,” she adds. 

These days property consultants are advising salaried, 
middle-class people to invest even in commercial pro- 
perties across the country. According to CMPC's Puri, there 
are more advantages in buying a commercial property, 
than residential units, for (rental) leases on houses are typi- 
cally for two-three years and the owners have to perio- 
dically visit the property and shell out money on repair 
and maintenance. “In comparison, commercial proper- 
ties go out on nine year leases. And property owners don't 
have to bother about repair and maintenance during that 
period; besides (these) fetch more rent," says Puri. 
Typically, commercial properties fetch rents in the region 
of 9 to 11 per cent of the prevailing capital value (per 
annum), while residential property fetch a low 4 to 6 per 
cent (on the prevailing capital value) per annum, 





three years, then you pay long-term capital gains tax at 20 
per cent (plus applicable surcharge and education cess). 
Exemptions from such long-term capital gains can be 
Claimed if you purchase/construct another house property 
within two/three years of sale of the original house. Also, you 
can invest the money made from the sale of this property by 
investing it in various government instruments (like infra- 
Structure bonds), that fetch 5 to 6 per cent interest and avoid 
the long-term capital gains levy altogether. 

If you keep one of these properties locked, then you are 
liable to pay tax on the notional rental value of this property 
(typically this comes to around 5 per cent of the prevailing 
capital value of the house), subject to certain deductions you 
can claim. For instance, one-third of the (deemed) rental value 
RH E PIN ORT NUENMA DU espa and, 
thereby, exempted from tax. So it's better 
to rent out the second property, than pay 
tax on a house that is locked up. 

If you have more than one house, 
then you have to also pay wealth tax. It is 
around 1 per cent of taxable wealth 
exceeding Rs 15 lakh. 

In states such as Delhi, women 
have to pay lower stamp duty and pro- 
perty tax. So, even if the buyer is a man, 
it makes sense for him to buy the house 
in the name of his wife or daughter. 


AS TOLD BY AMITABH SINGH, 
PARTNER, ERNST & YOUNG 


according to Anshuman Magazine, MD, CB Richard Ellis, 
a real estate consultancy. 

*Had I invested actively in the stock market, | am 
sure I would have made a lot more money than what | 
have with multiple houses," says Sengupta (see Better 
Than Gold). Then, along with a full-time media job, 
Sengupta couldn't have been all that active in the stock 
market. Already four houses down, he plans to own a 
summer home somewhere in the hills. *After retirement, 
I don't want to restrict myself to one city alone. Moving 
around between my multiple houses across the country 
will keep me rejuvenated," he adds. Today, Sengupta 
shells out over Rs 40,000 each month towards repay- 
ment of loans he has taken to fund his acquisitions 
across three cities, and he is obviously stretched. Then, 
that's the cost he's willing to pay for making sure his is 
a dream fulfilled, not just a pleasant reverie. E 
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Different Folks, 


Thinking of investing in the stock market? Start by asking your 
disappointments later on. BY SUPRIYA SHRINATE 


F YOU THOUGHT THAT ALL ONE HAD TO DO IN 

order to start investing in the stock market 

was to find and appoint a portfolio manager, 

and then sit back and twiddle ones thumbs, 

you're in for a big disappointment. For even 

after you have identified the wealth manager, 
be ready for not just a gruelling written examination, but 
also to virtually sit through an ‘investment psycho 
session', where your chosen investment consultant 
will play an ‘investment psychologist’. 

With stakes high in a buoyant stock market and 
most scrips quoting at their all-time highs, investment 
consultants these days insist on clients undergoing an 
asset allocation assessment (AAA), something quite 
removed from yesteryears’ informal conversation 
between the consultant and the investor on the client’s 
stated preference in investments. So what exactly is AAA? 
Simply put, it’s the proportion by which an investor 
would like to divide her investment among various asset 
categories like cash, equity, debt and bonds, and even 
within these just how amongst the different 
investment instruments available in the market. And 
a detailed questionnaire helps the investor not just in 
communicating her risk capacity and willingness to 
the consultant, but also in understanding her latent 
investment motivations, something that remains an 
enigma to even those who have played the mar- 
kets for some time now. 

“Investors often do not understand their own risk 
appetite and verbal inputs, more often than not, are 
misleading,” says Anil Chopra, CEO, Bajaj Capital. 
“Asset allocation assessment gives a fair and objective 
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as a conservative investor and most of his investments | 
= were put into debt. Now he has started to look at equity 


nend waa 


AGGRESSIVE INVESTORS 


Aggressive or growth seeking investors 
are unmindful about any risk, opting to 
invest fully in high-risk, high-reward equity 





picture of an investor’s comfort level in investing.” 
Starting right is the first step towards success, with 
investment experts pointing to the fact that the right 


| A ‘late entrant’ into the market, Anshuman Magazine, | 
anaging Director, CB Richard Ellis, was assessed — | 
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Different Strokes 


portfolio manager to create a detailed investment profile to avoid 


MODERATE INVESTORS 


Moderate or balance seeking investors 
have a graded risk appetite, hedging their 
investments carefully over equity and debt 


asset allocation exercise is a far more important factor 
in the success of an investment portfolio, ahead of 
individual stock picks and timing the market. 


Three Kinds Of Investors 

AAA is for everyone, from the small retail investor to 
high net-worth individuals (HNis), for it takes into 
account not just the individual’s investment philosophy, 
but her age, income, income flow and lifestage needs 
into consideration before arriving at an investor profile. 
Based on responses from the investors, portfolio 





LIFESTAGE NEEDS 


MS ACCUMULATOR 

AGE: 25-35 years 

e Asset accumulation phase in life 
e Low to moderate income 

e Little investible surplus 


EE INVESTOR 

AGE: 35-50 years 

e Career at a peak 

e Wealth creation phase 

e Some time away from retirement 

e Big investor, invests for kids' education and marriage 


EE CONSERVATOR 

AGE: 50-60 years 

e Starts planning for retirement, 
already created lot of surpluses 

e Looks at asset allocation to generate income that 
could replace current earnings; conservative 
in investments 





managers segment them broadly into three categories: 
aggressive, moderate and conservative. Aggressive 
investors are unmindful of any risk, opting to invest fully 
in high-risk, high-reward equity. Moderate investors 
have a graded risk appetite, hedging their investments 
carefully over equity and debt. Conservatives obviously 
stick to no-risk, safe, assured return schemes. But as no 
one, least of all the investor herself, likes to be labelled 
as such—aggressive, moderate or conservative—port- 
folio mangers instead disguise these as growth, balance 
and income seeking investors. 

Though it varies from investor to investor, the 
general thumb rule of investing in equity (as a per 
cent of total investment) is 100 minus age, with 
exposure to equity gradually reducing with age. 
However, in the Indian context, the base figure 
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of 100 is substituted by 70—as we are a developing 
economy—with most people retiring at, or before 70 
years. But how do you account for different 
investor profiles and risk-taking abilities? Well, 
this is where the AAA comes in handy. Whilst as a 
general rule, for a 30-year-old, 40 per cent of 
investments should be in equity (70 minus 30), it 
doesn't quite happen that way. 

Take the case of 40-year-old Anshuman Magazine, 
Managing Director of real-estate consultancy CB 
Richard Ellis. A self-confessed "late entrant" into 
the market, Ellis was assessed as a conservative investor 
by his portfolio manager at HSBC, and consequently 
most of his investments were put into debt. However, 
as his portfolio gets more organised, Magazine says he 
is starting to look at equity now. For the 58-year-old 
Deepak Luthra, a consulting engineer and an aggres- 
sive investor, almost 70 per cent of his portfolio is 
equity-led. And for a moderate investor, 68-year- 
old D.V. Sehgal, a telecom advisor with BPL Mobile, 
it’s a balanced portfolio, Reserve Bank of India (RBI) 
bonds and mutual funds. 


A Moving, Flexible Tool 

Though relevant to most age groups, it is people 
between 30 and 50 years for whom an AAA is most 
critical. The AAA also varies for different kinds of 
professionals. For instance, while a salaried individual 
is assured of a certain flow of income, consultants 
and people in industries such as entertainment, arts and 
sports have a shorter career span, with high current 
income and low future income. It is important for 
them to clearly spell out not just their investment goals 
in terms of returns or corpus desired, but the end-use 
of that money as well. Another factor that is taken into 
account in AAA is how sacrosanct the goal is for which 
investments are being made. Kids' education, marriage 
and retirement benefits are obviously more sacro- 
sanct than short-term pleasures, a foreign holiday 
or an expensive gadget. Hence, portfolio mangers 


MADE FOR EACH OTHER 





INVESTOR IDEAL PORTFOLIO DEBT EQUITY — CASH 
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CONSERVATIVE INVESTOR 


Conservative or income seeking investors 
are those that stick to no-risk, safe, 
assured return schemes 





expose investments related to the more sacrosanct 
goals to relatively less risks than the latter. 

The best part about AAA is that it doesn’t remain 
static, with most portfolio mangers going in for a 
review once every six months (or a year), leading to 
a rebalancing of the portfolio. The re-assessment and 
consequent rebalancing ensures that allocation 
strategies continue to optimise the investors’ long- 
term goals, with assets being either added or reduced 
from different categories of investments to minimise 
risks. And it isn’t just about timing the market. 
“Investors’ altered risk appetite, transaction costs of 
different investments, even tax impact on gains 
made by rebalancing is taken into account during 
re-assessment,” says Rohit Sarin, Partner, Client 
Associates. Though not a panacea for all invest- 
ment ills, the AAA certainly takes the surprise out for 
everyone involved in planned investing—the investor 
as well as her investment consultant—and helps 
build a strong portfolio as well as strong investor- 
portfolio manager relationships. El 
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Twenty 


For Ilomorrow 


Looking for value picks in a market over 7,500? For a start, stop — 
bothering about the price. BT picks 20 growth stocks for 
tomorrow. By PRIYANKA SANGANI 


ITH THE BOMBAY 

Stock Exchange’s 

Sensex breaching 

the 7,500 mark 

(also 7,600, 
7,700 and 7,800), there is a fair 
degree of investor doubt on 
whether there are any value stocks 
left out there in the market. There 
are, and this correspondent spoke 
to an array of analysts, brokers 
and bankers to find 20. Here they 
are with the usual caveat that this 
listing has been put together with 
investors willing to wait for their 
investments to mature and not 
those looking for huge returns in 


the short-term. 

ACC: It doesn’t take much analysis 
to realise that there is a construc- 
tion boom underway. This, the 
government’s emphasis on 
infrastructure, and the long gesta- 
tion period for new cement com- 
panies mean that most existing 
ones are likely to do well in the 
near future. ACC, one of India’s 
most respected cement companies, 
is an obvious beneficiary. The com- 
pany has also decided to move out 
of its non-core businesses such as 
refractories, capital goods and cast- 
ings. Integrating its subsidiaries 
Damodar Cement and Barghar 





Cement is likely to improve pro- 
ductivity, as would the planned 
increase in capacity, both through 
acquisitions and capacity enhance- 
ment. Price: Rs 434.95 


Alfa Laval: Though Alfa Laval 
has been in India since 1937, it’s 
only now that the company is wak- 
ing up to the India story; it now 
wants to leverage its India pres- 
ence to support the parent’s global 
operations. The company has an 
excellent record in terms of paying 
dividends (which essentially 
enhances its investment-worthi- 
ness). Then, it also has no debt on 
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its books, something that trans- 
lates into higher borrowing 
capacity should the company need 
money for growth. Alfa Laval 
makes a diversified range of 
machinery (read: capital goods) 
catering to various sectors (food, 
pharma, biotech, chemicals and 
the like), cushioning it against 
shocks and downturns in any one 
industry. Price: Rs 766.75 


Asian Hotels: Investors are 
familiar with Indian Hotels (The 
Tata Group firm that manages the 
Taj chain of hotels) and East India 
Hotels (Oberoi). Both firms have 
benefited from the recent boom 
in the hospitality industry (near 
100 per cent occupancy over the 
past six months across all major 
Indian cities). If Asian Hotels hasn’t 
benefited as much, blame it on the 
fact that not too many people 
know that it runs the Hyatt 
Regency hotels across most major 
Indian cities. Last year, Asian 
Hotels had an operating profit 
margin of 35 per cent on sales of 
Rs 258 crore. Price: Rs 386.10 


Automobile Corporation of 
Goa (ACGL): Primarily into 
building bus bodies, ACGL should 
do well given the strong demand 
from its main client, Tata Motors, 
which recently launched two fully- 
built bus models, Globus and 
Starbus (the booming Indian eco- 
nomy has benefited Tata Motors; 
the sales of commercial vehicles 
have always been linked to eco- 
nomic activity). ACGL has already 
ramped up its capacity to keep 


pace with growing demand. 
Exports are on the rise too, up 
from 11 per cent of revenue in 
2001 to 45 per cent now. Price: 
Rs 363.00 


Bajaj Auto: Poor customer 
response may have forced the com- 
pany to discontinue its cruiser 
Eliminator, but it is back with the 
Avenger, an upgrade. Then, its 
existing models—Pulsar, CT100 and 








The auto and auto ancilliaries industry is expected to be on a growth 
curve as long as there is above 6 per cent economic growth | 
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Discover—have done well. Exports 
of Bajaj Pulsar too have grown sig- 
nificantly in rv 2005 and are 
expected to be strong this year 
too. Analysts believe rising fuel 
prices (something that will ensure 
motorcycles remain popular) and a 
normal monsoon (strong rural 
demand) will help the company's 
cause. Bajaj has gone in for a num- 
ber of efficiency enhancing initia- 
tives to increase its profitability. 
It has also overhauled its dealer 
network and convinced long-time 
ally Kawasaki to push jointly 
developed models in foreign 
markets. Price: Rs 1,411.70 


Bharat Heavy Electricals 
Limited (BHEL): The govern- 
ment may have decided not to go 
ahead with the divestment of some 
part of its stake in BHEL, but the 
company remains a good invest- 
ment option, especially with the 
power sector poised for exponen- 
tial growth. BHEL has an ongoing 
collaboration with Siemens till 
2011 and an order book already 
bulging at its seams; even if some 
expected orders from Neyveli 
Lignite Corporation and Nagar- 
juna Power (both in some sort of 
trouble) do not come through, it 
will not affect the company. Price: 
Rs 1,071.65 


Bharti Tele-Ventures: The 
Indian telecom story is something 
investors across the world are 
familiar with. Bharti Tele- 
Ventures, India’s largest mobile 
telephony company, which 
recently posted a net profit in 
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HOW THE 20 STACK UP 


























ACC —  . . 330205. . 37839 ." 1900 ^ 1697 
Alfa Laval"* — 505.69 7851 . 2891 1721 
Asian Hotels 25805 — 254 3511 3018 
ACGL 156.62 140 —— 1207 — 845 
BaajAuo —— — à à 1 633518 à 72916 20.85 143 
3 3539] — 10075 — ÀdAN7 18.71 
Bharti Tele-Ventures - 7900 121068 3269 1127 
Bilcare - 16354 2455 25.94 1977 
Bombay Dyeing 1,025.60 26.56 5.80 49.52 
Hero Honda 742165 810.470 17.26 135 
ICICI Bank 1282604* 2,005.20 23.04 14.26 
LAT 1318519 98385 10.34 12.82 
mi. c. V oos EST 12.83 15.2 
Sarla Polyester — — 7064 1002 2193 4.36 
Dian cc . AMAN —HINSL-. . SM 29 
SBI 39,547.91* 430452  — 2778 8.01 
o — — à CO -6809/ 37.4 3.83 
SuryalakshmiCottonMils — 24595 — 1828 1890 6.08 
Vimta Labs — 52.19 M12 51 15.02 
Zen Technologies 19.01 642 55.58 18.04 


* Total Income ** For financial year ending December 31, 2004; 
All figures in Rs crore for financial year ending March 31, 2005 
# OPM: Operational Profit Margin 


excess of Rs 500 crore for the 
first quarter (April-June) of this fis- 
cal, is, despite its current price of 
around Rs 300, a great investment 
option. It has a presence across all 
telecom circles across the country, 
and across fixed-line, mobile, and 


domestic and international long 
distance telephony, as well as 
broadband. Then, its business 
model (of outsourcing everything 
but branding and marketing) is 
being studied by telcos such as 
Vodafone. Price: Rs 303.35 





Bilcare: No, this isn't another 
R&D hotshop in India's heaving 
pharma space. What makes Bilcare 
different is its focus on packaging 
systems for unit dosage packaging. 
Bilcare offers a range of innovative 
packaging material, with its client 
list reading like a who's who of 
the pharmaceutical industry, right 
from Indian companies such as 
Dr Reddy's, Cipla and Ranbaxy 
to global biggies such as Novartis, 
GlaxoSmithKline Beecham, Pfizer 
and Aventis. Price: Rs 519.05 


Bombay Dyeing: The com- 
pany's core business (textiles) is 
not the reason it features on our 
list. Bombay Dyeing's new-found 
interest in real estate makes it 
one of the most attractive com- 
panies around right now. The 
company is developing 40 acres 
of mill land in Mumbai and with 
property prices on fire in the city, 
no prizes for guessing where the 
company's stock price is headed. 
Price: Rs 371.30 


Hero Honda: The market leader 
in the domestic market, the com- 
pany exported over 100,000 
motorcycles to countries such as 
Peru, Columbia, Bangladesh and 
the Middle East in 2004-05. Hero 
Honda also recently announced 
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GROWTH SECTOR: AUTO 


HE AUTO AND AUTO ANCILLARIES INDUSTRY IS EXPECTED 

to be on a growth curve for as long as there is 
above 6 per cent economic growth, a number with 
which even die-hard macro-economy sceptics will not 





the last few years, demand has been buoyant across two 
wheelers, four wheelers and commercial vehicles on the 
back of rising incomes and availability of easy finance. Reduction of cus- 
tom duties and the fall in steel prices should result in better margins for 
most companies. And the emphasis on exports could mean an 
improvement in profit margins across the sector. 


GROWTH SECTOR: INFRASTRUCTURE, 
CONSTRUCTION & ENGINEERING 


ITH CONTINUED EMPHASIS ON INFRASTRUCTURE IN TERMS 

of new ports, airports, roads, and a buoyant 
housing sector, most industries that feed men and 
material into these areas are expected to do well. 
These include sectors such as cement, steel, engi- 
neering services and fabricators. With no new compa- 
nies coming up in these sectors, it is boom time for 
existing players. Sectors like cement or steel, where the gestation period 
for any new greenfield plant is at least a couple of years, will also see a 
fair bit of consolidation. 





GROWTH SECTOR: BANKING 


Mest ANALYSTS ARE WILLING TO PUT THEIR MONEY IN 
ewW banking stocks, simply because of a buoyant 
credit demand across corporate and retail sectors. A 
good monsoon is certainly going to be an added bonus 
here. Most banks have a well-hedged treasury portfolio; 
that, coupled with improvement in asset quality will 
result in higher valuations for most bank stocks. 
Though rising interest rates are a matter of concern currently (these 
impact credit growth adversely), in the long run, this sector looks like 
a safe bet for investors. 





GROWTH SECTOR: TEXTILES 


» ELL, SOME ARE CALLING IT INDIA'S NEXT IT-KIND- 
9 of-opportunity. With quotas a thing of the past, 
MCap. Indian textile companies are expected to grab a larger 
fe Q share of the global apparel market. So huge is the global 
) opportunity in textiles that most companies across 

IN the sector, from mid cap midgets to established big players 

such as Raymonds and Bombay Dyeing, are set to benefit 

from it, though not everyone feels that textiles stocks are a good buy right now. 
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argue (not for the next couple of years at the least). Over 


that it would be investing in a 
third manufacturing facility 
(though not anytime soon). Price: 
Rs 625.95 


ICICI Bank: icici Bank has 
emerged as one of the leaders in 
the retail banking space with retail 
assets forming over half of all its 
advances. Non-performing assets 
declined sharply in FY 2005, and 
the bank saw profits from its 
other ventures such as ICICI Pru- 
dential, icict Lombard and icici 
Venture kick in. The booming 
economy is likely to propel the 
market for retail loans, making 
this stock an attractive buy in the 
long run. Price: Rs 493.10 


Larsen & Toubro (L&T): The 
demerger of the cement business 
(sold to the Aditya Birla Group) 
has resulted in improved financial 
performance for L&T. The com- 
pany is expected to be one of the 
biggest beneficiaries of the gov- 
ernment's thrust on infrastruc- 
ture. L&T's international business 
too is expected to contribute 
handsomely to the company's 
growth story. Price: Rs 1,320.05 


Praj Industries: So what if 
India doesn't use ethanol as fuel? 
For Praj Industries it is the strong 
growth in ethanol consumption 
in markets such as the us and 
Brazil that makes all the diffe- 
rence. With its flag firmly 
planted in major ethanol-con- 
suming countries, the company 
saw sales more than double last 
year (profits trebled in the same 
period). And with other coun- 
tries jumping on to the ethanol 
bandwagon, global consumption 
of ethanol is expected to jump to 
72 billion litres by 2012, up from 
40 billion litres last year. Price: 
Rs 1,041.65 
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Sarla Polyester: Set up almost a- 


decade ago, Sarla Polyester is an 
exporter of sewing threads for 
industries as diverse as apparels and 
leather bags. Its main export mar- 
kets include Canada, Australia and 
Germany. In a bid to increase its 
product range, the company 
recently commissioned its third 
plant to produce high tenacity nylon 
threads. Price: Rs 128.95 


Shipping Corporation of India 
(SCI): This public sector major 
has seen a steady increase in reve- 
nue and profits, with the bulk- 
liner segment contributing most 
of its profits in 2004-05. sci is all 
set to acquire 18 new ships and 
has a contract with Bharat 
Petroleum Corporation to ship 
crude for the next one year. Large 
joint ventures, much like the one 
with the National Iranian Tanker 
Company to ship liquefied natural 
gas from Iran to India, assure huge 
business for scl, making it a good 
investment bet in the transporta- 
tion sector. Price: Rs 150.40 


State Bank of India (SBI): 
The 200-year-old banking major 
looks like it will continue to grow 
robustly over the next few years. SBI 
has successfully warded off com- 
petition from the private banks over 
the past few years, and even 








managed substantial growth in both 
retail advances and deposits, and 
reduced its interest rate risk. Then, 
there is its successful global foray to 
consider, Price: Rs 808.00 


Steel Authority of India (SAIL): 
With infrastructure a priority area 
for the government and the steel 
sector in India on a roll, it's not 
surprising that SAIL, India's largest 
steelmaker, features on this list. The 
company posted its highest ever 
profit in 2004-05. Demand for steel 
is expected to increase over the next 
few years thanks to a booming 
economy. With the government 
clearing SAIL’s plans to merge its 
subsidiary, Indian Iron & Steel 
Company Limited, with itself and 
the company looking at acquiring a 
few more plants, it looks like smooth 
sailing for SAIL. Price: Rs 65.05 


Suryalakshmi Cotton Mills: 
From being primarily a yarn pro- 
ducer, Suryalakshmi has become 
the third largest denim manufac- 
turer in the country. In a bid to 
increase focus on denim and gar- 
ments, the company hived off its 
yarn unit. With the end of the quota 
regime (which constrained the 
amount of textile exports from 
countries), the textile sector is 
expected to become India's next 
big (export-driven) growth story 


and Suryalakshmi Cotton Mills 
could well emerge a strong player in 
this space. Price: Rs 419.20 


Vimta Laboratories: One of the 
leading players in the contract 
research market, Vimta Labs is 
likely to benefit from the trend of 
outsourcing of research services, 
especially analytical testing. Vimta 
is working on expanding its facility 
at Genome Valley, Hyderabad, and 
is expected to benefit from the 
(emerging) stringent regulatory 
regime for foods and drugs. The 
company's growth plans also 
include targeting small hospitals 
that do not have pathological labs 
as well as big corporates for medical 
tests for their employees. Price: 
Rs 720.65 


Zen Technologies: With defence 
expenditure on the rise—the trend 
is likely to continue—this simulator 
maker is a good investment in a 
market over 7,500. Amongst very 
few companies that operate in this 
space, the company is focussing 
sharply on various products for 
training needs across military and 
para-military forces. It does face 
competition from international 
companies; however, with its 
emphasis on product-plus (services, 
for instance), Zen does look like a 
good bet. Price: Rs 289.00 m 
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Mixed Bag 


The performance of mutual funds was better in the April-June 

2005 quarter compared to January-March 2005. However, on a 
not-so-happy note, they were unable to beat a buoyant market. 
A BT-MUTUALFUNDSINDIA.COM REPORT 


HE BOURSES HAVE SHOWN 
no signs of pausing for 
breath, with the bench- 
mark Bombay Stock 
Exchange (BSE) Sensex 
scaling the 7,000-point barrier 
(intra-day) for the first time on June 
20, and crossing 7,500 (also intra- 
day) on July 25, 2005, to close at 
7,552.77 on July 26. The Sensex 
surged by 11.38 per cent and the 
National Stock Exchange’s S&P CNX 
Nifty rose by 12.73 per cent in 
April-June this year compared to 
January-March quarter. 

Sadly though, mutual funds (MFs) 
were not able to beat the market, 
with MF equity diversified schemes 
managing a return of 9.4 per cent 
for the April-June quarter. This 
was because fund mangers used a 
buoyant stock to book profits, 
with the Securities and Exchange 
Board of India (SEBI) data pointing 
to MFs being net sellers to the tune 
of Rs 1,817 crore in the equity 
market last month. 

Sector-specific funds performed 
much better compared to diversified 
funds, but still failed to match the 
stellar growth in BSE's sectoral 
indices; only BSE Metal bucked the 
trend with negative returns of 14.36 
per cent during the first quarter of 
2005-06. Fast moving consumer 
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goods (FMCG) MF schemes stole the 
show amongst sectoral funds, 
giving an average return of over 
17 per cent during the quarter, 
but sill lagged the BSE FMCG index, 
which showed a return of over 
25 per cent. Among the FMCG 
schemes, Alliance Buy India Fund 
was the only one to match the 
BSE FMCG index, with returns of 
25.57 per cent to its investors 
during April-June 2005. 
Information Technology (IT) 
mutual fund schemes generated an 
average return of 11.07 per cent, 
pretty close to BSE IT index’s return 


Mutual Funds Trailed The Markets 
14 


Diversifi 
Schemes 
Figures are returns for April-June 2005 in per cent 


BSE 
Sensex 


200$ 


of 11.21 per cent during the quarter 
ending June 2005. Alliance New 
Millennium Fund and Pru ICICI- 
Technology Fund gave returns of 
over 15 per cent each in the iT cate- 
gory. Petroleum sector funds and 
pharmaceutical funds generated 
returns of 11.60 per cent and 7.66 
per cent, respectively, compared to 
BSE Oil and Gas index growth of 
13.86 per cent and BSE-HC at 9.18 
per cent. However, banking schemes 
gave a meagre return of 3.99 per 
cent as compared to BSE Bankex, 
which grew at 5.88 per cent. 


The IPO Mania 

The last quarter has been a boom 
time for the mutual funds' initial 
public offerings (IPO) as investors 
rushed to invest in MF equity 
schemes. Since the beginning of this 
year, 27 diversified equity schemes 
have raised over Rs 10,000 crore in 
IPOs. Franklin India Flexi Cap col- 
lected the highest at over Rs 1,950 
crore, followed by Reliance Equity 
Opportunities Fund (Rs 1,773.50 
crore) and Fidelity Equity Fund 
(Rs 1,500 crore). The MF industry 
also witnessed the launch of three 
funds in the derivative category in 
April-June 2005. Benchmark 
Derivative Fund, JM Equity & 
Derivative Fund and Pru Blended 
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Sector-specific funds performed much better co 
funds, but they still failed to match the stellar growth in BSE's sectoral indices 











Plan were launched to invest in 
stock futures, giving investors a 
chance to hedge their bets in the 
stock market through an MF. 
Though the MF industry was 
able to hardsell some supposedly 


innovative—though nomenclature 
misleading—options to investors, 
it remains to be seen if these funds 
are able to achieve their stated 
objective. For example, SBI Com- 
modities, which is an Oil, Metals, 





Dr 


Materials and Agriculture (COMMA) 
Fund, will not invest in the com- 
modities markets but in commo- 
dity manufacturing companies, 
against a common perception 
among investors, however, that it 
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is a commodity fund. Another one 
is the Birla GenNext Fund, with 
an objective to invest in companies 
benefiting from the buying power 
of young Indians. It will be inte- 
resting to watch the list of com- 
panies Birla GenNext Fund picks 
up to invest. 

On a more jarring note, many 
investors seem to have mistaken 
MF IPOS for equity IPOS, and f 
invested thinking of booking pro- 
fits by selling it in the secondary 
market immediately after listing. In 
a move to clear this confusion, sEBI 
Apri 2005 May 2005 June 2005 recently made it mandatory to 
Fes I R6 dé April 2005 May 2005 June 2008 Change the name of any new 


Wi Net Transactions (Equity) W Net Transactions (Debt) Figures are assets under mgmt. in Rs crore offering from a mutual fund from 
an IPO to NFO (new fund offering). 


"UG — This will hopefully help differen- 
tiate between equity offerings and 
Top Collections: New fun new MF offerings. 

Though mobilisation of large 
new corpus surely displays the MF 
industry's marketing ability, 4 
stickiness of MFs as a retail investor 
option would entirely depend on 
the funds’ performance. For in 
mutual funds, unlike equity IPO, 
getting in at par isn't much value, 
for your exit depends on the funds' 
net asset value (NAV). And it is here 
that most new equity schemes 
haven't fared too well. On an 
average, the new equity schemes, 
which have completed three 
months as of last month, gave a 
return of 7.47 per cent, whereas 
other existing schemes gave a return 
of almost 12.43 per cent. 

In a booming market like this 
one, it makes sense to invest in an 
existing MF scheme, for a new 
scheme's time lag between raising an 
NFO and deployment of funds, usu- 
ally results in the investor missing 
out on the boom. But that doesn't 
mean the investor shouldn't go for 
Oil & Gas BSE Oil Bank BSE FMCG BSE Pharma BSE IT BSE an NFO at all, for in the long run, 

funds &Gas Funds Bankex Funds FMCG Funds Pharma Funds IT such market quirks are evened out. 


Figures are in per cent of retums But if you're one of those who want E 
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to reap the benefits of a booming 
stock market through a mutual 
fund, then clearly an NFO is not the 
way to go. 


Innovative Products 

Well, it's not all bad news for MF 
NFO's though. Benchmark Split 
Capital Fund is the first ever MF 
unit in India that offers investors a 
defined upside linked to equity 
market, but no downside at all. It 
offers two plans, one for the con- 
servative investor and the other for 
someone willing to take on the 
risks of the market for a bigger 
reward. Under the conservative 
scheme, a close-ended scheme 
which matures in three years inves- 
tors get a blanket security that there 
won't be any capital erosion, no 





The last quarter was boom time for mu 
investors rushed to invest in MF 
diversified equity schemes raised over 


equi 





matter what the state of the stock 
market. And best of all, if the mar- 
ket does turn for the better, the 
investor gets to keep 40 per cent of 
the fund's gain in the market. 
Another very good and inno- 
vative concept for mutual funds is 
the Gold Exchange Traded Fund 


(GETF), something that Finance 
Minister P. Chidambaram touched 
upon in his budget speech this year. 
uri Mutual Fund is believed to be 
toying with the idea of launching a 
gold fund, in which the investor 
will be allowed to convert gold 
ornaments into tradable units and 


tual funds’ IPOs as 
schemes. Since January, 27 
10,000 crore in IPOs 






get returns on it. UTI is yet to get 
permission, as SEBI and RBI are in the 
process of laying down guidelines to 
introduce GEFT. 

The MF industry is also looking 
towards launching some new cate- 
gories of products in real estate, 
pension and art-based funds. In fact, 
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Edelweiss Securities, which is not a 


Old Versus New Fu nds mutual fund, has already launched 
Schemes less than six months old. its art fund late last month in Yatra 
Fund, which is a PMs, a close-ended 


ABSOLUTE RETURNS fund for investors willing to shell 
out Rs 20 lakh for investing in 
Indian art, with Nav declaration 
for four years, post which the art 
collection will be auctioned. With 
SEBI approving venture capital funds 
to invest in equity and equity-linked 
instruments of real estate compa- 
nies, quasi real estate funds are 
here now, with HDFC-sBI combine's 
HDFC Property Fund being the first 
ABSOLUTE RETURNS off the block. 


A Bigger Corpus: Gainers 
And Losers 

The total assets under management 
(AUM) of the MF industry have gone 
up by over 10 per cent from 
Rs 1,49,842.36 crore in March 
2005, to Rs 1,64,674.07 as on June 
2005. And interestingly, the highest 
gain in AUM has been made by the 
debt category in the April-June 


How The Top Performers Split Their Pie 2005 quarter (over Rs 7,800 crore), 





MIP-LTP even while the equity market was 
t on fire. Most of the increase was 
Cash & Equivalent 


from the FRFs (floating rate funds) 
and short-term schemes. FMPs (fixed 
maturity plans) and monthly income 
plans (MiPs) saw a fall in AUMs. 
MIPs showed a fall of around 
11 per cent, with ABN AMRO 


Mutual Fund the only mip fund in 
positive territory with a growth of 
39 per cent. Equity schemes gained 
Rs 6,300 crore in AUM, with diver- 


wi 


Cash & Equivalent 





Figures in per cent for the year ended June 30, 2005 


Corpus Gainers 







Tata Mr D TP CERES a sified schemes contributing a large 
-— y ES portion of the growth here. Except 

Pru ICICI MF - i deu _ for gilt-led funds, all the other cate- 
Fidelity MF j: — | |  gories showed a positive move- 


ment in their AUMs. Gilt Fund AUM 
went down by Rs 1,072 crore, 
UTI MF with Chola Mutual Fund the 
biggest loser (AUM down 58 per 
HSBC MF cent in quarter ending June 2005), 

0 20 40 edo so 199 129 149 199 189 29 followed by Kotak Fund and 

Figures in Rs crore, April-June 2005 Franklin Templeton Mutual Fund. 


Franklin Templeton MF 
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To clear the air on mutual fund IPOs, SEBI has mandated that 











new offerings from MFs be called NFOs (new fund offerings) 


In the debt category, DSP ML led 
the way and its debt corpus went up 
by almost Rs 900 crore. Prudential 
ICICI Mutual Fund closely followed 
it. In psp, the major gain was from 
the FRF category, which brought in 
almost Rs 850 crore. In the equity 
segment, Fidelity led the way and its 
only diversified scheme amassed 
Rs 1,628 crore, with Prudential at 
#2. In the liquid MF category, SBI MF 
was at the top with new collections 
of Rs 800 crore followed by Tata 
mF. Among balanced funds, the 
total AUM leaped over 4 per cent 
in the quarter, with HDFC Mutual 
Fund the major contributor here, It 
showed a growth of over 16 per 
cent, from Rs 942.23 crore to 
Rs 1,093.69 crore. HDFC Prudence 
Fund also showed a rise of over 
23.37 per cent. 

As far as MF marketers are con- 
cerned, six managed absolute AUM 
jumps over Rs 1,000 crore in April- 
June 2005, with Tata MF at the top. 
Its corpus went up by Rs 1,929.91 
crore, with maximum gain in the 
FRF short-term category, which rose 
by Rs 642 crore. This was followed 
by the equity-diversified group, 
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MF RETURNS OVER A YEAR 


DIVERSIFIED ABSOLUTE RETURNS (%) 



























HDFC MIP-LTP-Growth .83 
FT India MIP-Plan A-Growth 12.23 
Birla MIP II-Wealth 25-Growth 12.20 
Kotak Income Plus-Growth 11.65 — 


_ DSP ML Savings Plus-Aggressive Fund-Growth 11.33 


PRINCIPAL MIP Plus-Growth 








HDFC MIP-STP-Growth 11.25 
-Deutsche MIP Fund-Plan A-Growth 10.91 
Reliance MIP-Growth 10.42 
Average 9.29 


< One-year returns for the period ending une 30, 2005 
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which increased by Rs 591 crore, 
with Tata Midcap’s PO contributing 
to the gain here. Number two on 
the list of AUM gainers was 
Prudential icici MF whose corpus 
went up by Rs 1,791.61 crore, with 
equity schemes contributing 
Rs 1,191 crore and short-term debt 
category another Rs 672 crore. 
Fidelity came in third, with its only 
equity scheme mopping Rs 1,628 
crore after its NFO. Franklin 
Templeton's corpus went up by 
Rs 1,351 crore. FRF and debt short- 
term schemes did the trick for 
Franklin, and together they con- 
tributed Rs 742 crore. UTI's MF cor- 
pus went up by Rs 1,236 crore, 
and again equity-diversified schemes 
followed by FRF short-term schemes 
helped it to grow its AUMs. HSBC 
mutual fund's corpus went up by 
Rs 1,003 crore, and it saw a change 
in pattern where the FRF long-term 
scheme went up by Rs 469 crore 
and liquid schemes went up by 
Rs 376 crore. 

Among the losers, Birla MF was 
at the top with AUM loss of 
Rs 323.63 crore in April-June 2005. 
JM Financial MF was a close second 
with a loss of Rs 281 crore. Kotak 
Mahindra lost almost Rs 150 crore, 
followed by Canbank Mr, Chola- 
mandalam MF and Escorts MF. 

Sahara Mutual Fund saw the 
highest inflow in relative terms, 
with an AUM growth of over 136 per 
cent, from Rs 238.93 crore to 
Rs 565.50 crore during the first 
quarter of 2005-06. ING Vysya 
Mutual Fund followed with 74 per 
cent rise in assets from Rs 1,191.06 
crore to Rs 2,072.86 crore. ABN 
AMRO Mutual Fund, with a rise of 
71 per cent, was a close #3, with its 
AUM up from Rs 922.99 crore to 
Rs 1,580.36 crore. In the list of 
laggards, Escorts mutual fund repor- 
ted a major fall of 8 per cent in 
relative terms, from Rs 130.34 crore 








to Rs 119.75 crore, followed by JM 
Financial Mutual Fund and 
Canbank Mutual Fund with falls 
of around 7 per cent and 3.5 per 
cent, respectively. 


Year-On-Year Growth 

Though mutual funds under per- 
formed both the Sensex and the 
Nifty in April-June 2005, analysis of 
their yearly returns, for period end- 
ing June 30, 2005, is pretty com- 
forting. The diversified MFs gave 
an average return of 54.77 per cent, 
compared to Sensex gain of around 
50 per cent return and Nifty 47 
per cent return. 

SBI Magnum Global Fund 94 
came top of the charts in yearly 
returns, with a whopping 111 per 
cent return over the year to its 
investors, the only MF scheme to 
register returns in three digits over 
a one-year period. Among the top 
10 MF performers over July 2004 to 
June 2005, st had as many as three, 
proving the critics of the public sec- 
tor behemoth wrong. At #2 was 
sBi Magnum Sector Umbrella- 
Contra with a return of 98.87 per 
cent return. 

Eager to know how sbi Magnum 
Global Fund 94 managed over 100 
per cent returns? Here's a break- 
up of its portfolio: the fund had 
12.15 per cent exposure to elec- 
tronics and electrical equipment 


sector followed by computer soft- 
ware and education sector over the 
quarter April-June 2005. Havell's 
India had taken up 3.9 per cent of its 
corpus followed by Crompton 
Greaves at 3.44 per cent. There was 





a profit-booking done by fund mana- 
ger through Havells India as this 
script registered a return of 47.47 
per cent over the quarter. Arvind 
Mills was the biggest holding in ssi 
Magnum Global Fund 94 in 
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Mutual Fund Returns (One Year) 


0 - 
Diversified Balanced MIP 


Income 
Figures are in per cent of returns for year ending June 30, 2005 


April-June 2005 quarter, followed by 
United Phosphorus. The fund has on 
an average 39 scripts in its portfolio. 

Balanced Mrs returned 37 per 
cent over a one-year period, with 
again a scheme from the ssi stable in 
SBI Magnum Balanced Fund at the 
top here with over 60 per cent abso- 
lute returns. Kotak Balance Fund 
followed it at 53.67 per cent. There 
were just these two schemes in the 
balanced Mrs, which managed 
returns of over 50 per cent. 

SBI Magnum Balanced Fund had 
invested 67.85 per cent of its assets in 
equity, 24.25 per cent in debt and the 
remaining 7.9 per cent in liquid assets 
over the quarter ending 
June 2005. In the equity 
segment, the scheme had 
highest exposure to the 
banking sector, followed 
by the textile sector. The 
scheme had allocated over 
7.5 per cent of its assets 
on an average in both 
these sectors over the quar- 
ter. In the banking sector, 





Liquid 50- 





250 - 


July 2004 
W Peer Group 


a small return of 4.14 per cent over 
April-June 2005. The schemes top 
holding, in Adlabs Films in the 
media and entertainment sector, 
was worth the buy with the script 
appreciating over 85.23 per cent. SBI 
Magnum Balanced Fund held on 
an average around 25 scripts in its 
equity portfolio. 

On the top of the MiP category 
was HDFC MIP LTP, which gave 13.83 
per cent returns to its investors, fol- 
lowed by Fr India MiP Plan-A with 
12.23 per cent returns for the year 
ending June 30, 2005. On an avera- 
ge the MIP category gave 9.29 per 
cent simple annualised return over 





it had highest exposure to, -2,000 0 2,000 4,000 6,000 


no wonder, SBI, which gave 


Figures are in Rs crore, for April-June 2005 
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SBI Mutual Fund On Top 





June 2005 


W SBI Magnum Global Fund 94-Growth 


the last one year. HDFC MIP had 
24.29 per cent of its assets in equity, 
60.16 per cent in debt and the 
remaining 15.55 per as liquid assets. 
This scheme had almost 37 per cent 
of its assets in AAA rated papers 
(most secured) followed by 14 per 
cent in AAA (SO), which are govern- 
ment secured rated papers. In the 
liquid category almost 4.5 per cent 
of its assets were in P1+ group 
(most secured commercial paper). 
Most of the assets were locked in 
NCDs (non-convertible debentures) 
and PPDs (privately-placed deben- 
tures) of various corporates. On 
the equity front, it had highest 
exposure in auto and auto 
components sector of 
4.26 per cent. The script 
with highest exposure was 
SBI followed by Bharat 
Heavy Electricals Limited. 
Income schemes could 
manage a meagre 3.77 per 
cent average return over 
the year, but it had quite a 
few surprises. The topper 
3000 in this group, Prudential 
ICICI LTP, gave a return of 


T 


UTI Mutual Fund is considering launchi 


which will allow investors to convert go 
tradable units and get returns on them 


14.25 per cent, higher than any of 
the MiPs. The Prudential scheme 
managed to beat the MiP average 
even without any equity exposure, 
and this in a booming equity mar- 
ket. No wonder investors flocked to 
it and its corpus swelled from a 
mere Rs 1.32 crore in March 2005 
to Rs 299.91 crore at end of June 
2005. Prudential's portfolio reveals 
that it had held most of its assets in 





liquid form. Over the quarter April- 
June 2005, it had 42 per cent of its 
assets in treasury bills. The runner- 
up was CanIncome, giving a return 
of just 9.24 per cent. 

The liquid MF was unmindful 
of all the exuberance in the 
markets, posting an average 3.76 
per cent annualised returns. HDFC 
Cash Management Savings Plus 
came on top here, with 5.17 per 
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ng a gold fund, 


ornaments into 


cent returns, followed by LIC MI 
Liquid Fund at 5.15 per cent. HDFC 
Cash had 34 per cent of its assets in 
P1+ rated papers (mostly 
commercial papers) and 26 per 
cent in AAA rated papers (mostly 
NCDs). It had 58.3 per cent of its 
assets in debt and 41.7 per cent in 
liquid form. The fund size of this 
scheme went up by 44 per cent 
over the quarter. El 
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The Premium 
. Of Insurance 


The cliché 'insure and be secure' is as relevant today as it was 
yesterday. A primer on insurance for the completely uninitiated. 


BY ASHISH GUPTA 


NE OF THE GREAT- 
est quandaries 
faced by a life 
insurance salesper- 
son in India is get- 
ting people to start 
thinking about death. Unwilling to 
face the thought of death (a paradox 
in a country that has always been 
fatalistically-oriented), most people 
never come around to buying life 
insurance policies. Historical bag- 
gage has plenty to do with attitudes 
towards life insurance in the country. 

People in India have traditionally 
had life insurance sold to them as a 
tax saving or investment device. It 
was only with the entry of private 
life insurance companies, 13 in all in 
the beginning of 2000, and the 
ensuing competition that made peo- 
ple realise life insurance’s core value, 
risk protection for the family, with 
almost all other benefits such as tax 
savings or even investment appre- 
ciation being add-ons. 

But what about other kind of 
insurance covers apart from life 
cover? After all, all of us are vul- 
nerable to accidents, debilitating 
diseases that could render us jobless, 
fire or theft in the house that can 


render us homeless and penniless. 

Personal accident insurance poli- 
cies provide compensation in the 
case of either death or injury during 
the policy period. The total sum 
assured is payable in case of death or 
permanent total disability, and 50 
per cent in the case of permanent 
partial disability. A householder’s 
policy ensures the insurer’s house 
and its belongings are protected 
against fire, burglary, and mechan- 
ical and electrical breakdown. 
Similarly, a medical insurance pro- 
vides insurance against hospitalisa- 
tion for any illness, injury or disease, 
In today’s world none of the above 
is a luxury; protection, in all forms, 
has become an imperative. 


Penny Wise 

Much like life insurance policies, 
non-life insurance policies too have 
few takers. Apart from life insur- 
ance, most people restrict their insu- 
rance cover to just their car, which 
is often statutorily mandatory, and 
medical insurance. “The impor- 
tance of general insurance should be 
seen as a long-term investment for 
protecting one’s belongings and 
assets against financial losses arising 
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out of various types of perils,” says 
Ajit Narain, MD & CEO, IFFCO-Tokyo 
General Insurance. The good news 
is that a growing number of indi- 
viduals are begining to do just that, 
although the number is nowehere 
close to what it should be. 

Traditional life insurance poli- 
cies in India are more or less res- 
tricted to term insurance (short- 
term insurance), whole life insur- 
ance and endowment. All the insu- 
rance policies currently offered in 
the market are derivatives of these. 
Then, there are the market-linked 
insurance policies, also called unit- 
linked policies (ULIP). 

All insurance companies opera- 
ting in India offer almost the same 
bouquet of policies. However, with 
the marketplace crowded with 
umpteen insurance products, it 
becomes rather difficult for an 
individual to make the right choice. 

For instance, what should be 
the correct policy mix for 29-year- 
old Narender Singh, unmarried and 
working as a team leader with the 
credit card business of American 
Express? Singh has no big finan- 
cial commitments in the short term 
(in terms of a house mortgage, 


school fees for kids, and the 
like), so his investment hori 
zon 1S long term. 

At this stage of his life, 
experts reckon that he should 
ideally purchase a ULIP and 
spread his insurance premiums 
into various funds depending 
on his risk appetite. This, cou 
pled with life insurance from 
the same plan, will provide 
him and his family, whenever 
he chooses to start one, long 
term financial protection 
against any eventuality. 


Life Stage Planning 

What did Singh actually do? 
Like most Indians, Singh bought 
his first insurance plan four 
years ago primarily to save on 
taxes. Today, however, he 
realises the importance of big 
insurance protection against the 
vicissitudes of life. He has 
already invested on a Rs 10 
lakh life insurance policy, pay- 


)ÀAVHNYHO NV 


ing an initial premium of 
Rs 40,000, which has now 
come down to Rs 15,000 per 
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annum. Not content with this alone, 
he is planning to invest in ULIPs with 
a maturity period of two years to 
three years, in order to churn 
money frequently. “Unit-linked 
plans are far more attractive in a bull 
market and I can afford to take 
some risks now because I have really 
no encumbrances," says Singh. That 
point is well made; most insurance 
firms, especially the private sector 
ones are aggressively pushing their 
unit linked plans. As for his non-life 
insurance cover, Singh has taken a 
car insurance as well as a personal 
accident cover. 

How should a couple in their 
mid-30s with school-going kids 
plan their insurance cover? After 
all, there are several responsibili- 
ties at this age, in terms of bring- 
ing up kids, their school fees, 
saving up for a house, savings for 
children's higher education, and 
the like. It's a good idea to pur- 
chase either a traditional life or 
ULIP endowment, with a term that 
fits your planning horizon. 


PIYUSH 
KUMAR 


SENIOR PROJECT MANAGER IN A 
SOFTWARE FIRM 


INSURANCE 


Another good bet for couples 
with school-going children is to use 
different financial instruments for 
savings, and a whole life policy for 
pure protection needs. 

In the non-life insurance area, 
this life-cycle stage means that the 
household’s chief wage earner has to 
have a big personal accident cover, 
and the entire family has to be cove- 
red under a comprehensive health 
insurance plan. 

Piyush Kumar, a senior project 
manager in a software firm, already 
has a cover of Rs 35 lakh to protect 
his family, wife and two school- 
going children from any uncertain- 
ties in the future. As the sole earner 
of the family, Kumar is aware of 
the importance of both savings and 
insurance in his life. The 30-some- 
thing rr professional is already pay- 
ing Rs 50,000 per annum as pre- 
mium for his five life insurance poli- 
cies (a mix of term and endowment 
policies) and plans to invest more in 
the near future, for he realises that 
his liabilities are only going to 








increase, and he needs to hedge it 
against life's glorious uncertainties. 

While Kumar has made some 
investments in real estate, he steers 
clear from the equity markets. “I 
have no feel for the market," says 
Kumar. Wide awake to his respon- 
sibilities, he has also invested in 
medical insurance for his family—a 
Rs 5 lakh cover for himself, Rs 3 
lakh for his wife and Rs 75,000 
each for his two children. 

"Life insurance is not a one-size- 
fits-all kind of product,” says Ashish 
Desai, Senior Vice-President, Max 
New York Life. For instance, while 
a whole life policy provides death 
benefits and even contingency funds 
in the form of guaranteed cash, 
many investment-savvy consumers 
shy away from it. “If you want to 
make an informed decision, it’s best 
to discuss your needs and your 
options with an insurance profes- 
sional,” adds Desai. 

For a 40-plus married profes- 
sional, wealth accumulation per- 
haps may not be the number one 
priority, but wealth preservation 
certainly is. And so are life-stage 
concerns about risk of poor health, 
children’s college fees or their mar- 
riage. Again, a whole-life policy 
provides the individual and his 
family full protection if something 
were to happen to him. 

Forty-four-year-old J.P. Singh, 
Managing Director, Bausch & 
Laumb Eyecare India (B&L), has 
taken seven to eight insurance poli- 
cies, besides investments in Unit 
Trust in India, to ensure financial 
security for his two children. 

While Singh refuses to disclose 
his exact investments, he is 





Kumar already has a cover of Rs 35 lakh to protect 
his wife and two Pioo as children and plans to 
invest more to hedge against li 


fe's uncertainties 
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market, which put him off equity 
investing completely. On the non- 
life insurance part, Kapur has 
insured his family for Rs 5 lakh 
against any medical emergency, and 
is paying a Rs 40,000 premium on 
his five cars. Kumar's opinion on 
equity is borne out by history— 
every single stock market boom in 
India has been followed by a bust— 
but investors would do well to con- 
sider mutual funds. Insurance, to 
reiterate a point this composition 
made at the begining, is largely a 


66 Insurance is a sure way of saving because it is - 
compulsory saving; the private players 
directly deduct the amount from your bank 


” 





confident that the insurance cover is 
substantial enough to take care of 
his family in case of any eventuality. 
“I have ensured security and pro- 
tection for my wife and children 
by investing my surplus money in 
insurance policies rather than in 
any other investments,” he adds. 
And, apart from the mandatory car 
insurance, he has also taken a house- 
holder’s policy to insure his house 
and other assets. 

Or take the case of 48-year-old 
Sunil Kapur, who runs a chartered 


accountancy firm in New Delhi. 
Kapur bought his first insurance 
policy 25 years ago when he was 
barely out of college, and has built 
a diversified portfolio that includes 
investing in public provident fund, 
Reserve Bank of India bonds, and a 


couple of insurance policies. 


*[nsurance is a sure way of 
saving because it is compulsory 
saving since the private players 
directly deduct the amount from 
your bank," contends Kapur, who 
lost nearly Rs 16 lakh in the stock 


tool for protection, not investment. 
And while ULIPs come with the 
promise of increased returns, the 
difference is likely to be incremental. 
For the retired, timely insurance 
entry early on in life can mean finan- 
cial freedom in old age. Purchasing 
an immediate annuity can provide 
for regular income, post retirement. 
“A retired person should have a big 
personal accident cover and should 
take a travel policy," says a senior 
official of irFco-Tokyo General 
Insurance Company. Œ 
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A Cover For Your 
Corporate Liability. 


With regulators and stakeholders pressing the button on corporate 
governance, directors and officers need insurance to cover their 
professional liabilities. sy ASHISH GUPTA 


OR AS LONG AS ONE CAN 

remember, independent 

directors and senior 

managers in Indian 

companies have had little 
to worry on account of profes- 
sional errors, acts of omissions and 
commissions, what with a benign 
corporate legal environment 
giving them enough protection 
from civil litigation. Life was blis- 
sful, with all the perks and little 
accountability. 

But the scenario is changing 
fast. Independent directors and sen- 
ior managers are increasingly beco- 
ming the target of civil and criminal 
litigation, for reasons right from 
personal misconduct to failure to 
disclose statutory information. 
Remember the alleged sexual har- 
assment charges against now iGate 
Global ceo Phaneesh Murthy, then 
working as head of Infosys Tech- 
nologies in the Us? More recently, 
NALCO’s CEO, C. Venkataramana, 
was shown the door on charges of 
sexual harassment. 

This new-found accountability 
of senior professionals has come 
in because the government and the 
regulators have pushed for better 
corporate governance practices. In 


April, market watchdog SEBI revised 
Clause 49 of the Listing Agreement 
on corporate governance norms, 
making it mandatory for all listed 
companies to fill at least half its 
board with independent direc- 
tors. Then there are the recom- 
mendations of the J.J. Irani 
Committee Report on corporate 
governance. And the imperatives 


WHY SENIOR MANAGERS 
NEED INSURANCE COVER 


e Employee allegations of 
wrongful dismissal, 
discrimination, or sexual 
harassment 





e Careless statements, 
especially with regard to 
future profitability 


e Failure to ensure statutory 
payments in taxes, licences 
and the like 


e Agreeing to excessive com- 
pany borrowing or acting 
beyond the scope of authority 


e Allegations of breach of 
trade practices or making 
unauthorised payments 
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of a company going global. 

The Irani Committee, for 
instance, has recommended that 
not only should the ‘independent’ 
directors be held responsible for 
all omissions and commissions of 
the company on whose board they 
sit on, but also of all the subsidiary 
companies. Moreover, unlike 
companies, which can hide behind 
the limited liability clause, directors 
have no such protection and their 
personal assets are also at risk 
under the unlimited liability clause. 
Again, since directors are “jointly 
and severally liable" under the 
Companies Act, therefore, any 
error of commission or omission 
on the part of even one director, is 
enough to bring all of them under 
the scanner. 

No wonder then, most 
company directors and officers are 
clamouring for a “professional 
indemnity cover” or D&O (directors 
and officers) cover as it is called. 
Under this cover, the financial loss 
arising out of a wrongful act com- 
mitted or allegedly committed in 
their capacity as corporate offi- 
cers, is transferred to the insurer. 
“With both regulators and corpo- 
rate India becoming increasingly 


PRAVEEN G 
VASHISHTHA 


CEO AND MD 


HOWDEN INDIA 


concerned with good governance 
and the demand for transparency 
by various stakeholders, senior 
managers and directors have 
become more vulnerable to share- 
holders, creditors, regulators and 
employees," says Praveen Vashish- 
tha, CEO and MD, Howden India, 
the Indian arm of Howden 
Insurance Broker, which specialises 
in professional indemnity. 
Increasingly, companies with 
just domestic operations have to 
shell out anywhere between $2 
million (Rs 8.8 crore) and $5 
million (Rs 22 crore) of indem- 
nity for their directors. Companies 


G With the demand for transparency by various 
* td 
stakeholders, senior managers and directors 
have become more vulnerable” 


which have a substantial interna- 
tional exposure, especially in 
Europe, and more particularly 
those in the us and Canada, are 
paying anywhere between $20 
million (Rs 88 crore) and $100 
million (Rs 440 crore) for their 
senior personnel. Leading the pack 
are the big daddies of Indian rr— 
rcs, Infosys and Wipro—followed 
by financial institutions and 
pharmaceutical companies. And 
according to experts, the total 
market for D&O cover is over $50 
million (Rs 220 crore). 

Today, most non-life insurance 
companies, including public sector 
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firms such as National Insurance 
Company and Oriental Insurance 
Company, cover a host of claims 
arising from mergers, takeovers, 
divestment, liquidation, changes 
in control of shareholding and 
misdeeds of co-directors. But the 
bulk of business has been taken 
over by private players such as 
Tata-AlG (nearly a 25 per cent 
share of the market), Chubb and 
ICICI Lombard. 

So if you are a senior manager 
or an independent director, and 
are still not covered under D&O, 
ask your company to go in for an 
indemnity cover today. 
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Education Is 


No Child's Play ' 


You save for your retirement. Plan wisely for buying a house. 
Ever thought about factoring in your child's higher education 
expenses? BY SUPRIYA SHRINATE 


EW PEOPLE WOULD HAVE 
missed last year's poli- 
tical imbroglio, invol- 
ving the then Human 
Resource Development 
Minister Murli Mano- 
har Joshi, over tuition fees at the 
country's premier management 
institutes, the six Indian Institutes of 
Management (IMs). Whilst free mar- 
ket logic finally triumphed over 
outdated socialism (the IIMs were 
allowed to charge what they 
deemed right after the change of 
government at the Centre), there 
was a not-so-sweet irony in the 
episode for most parents. For, the . 
Joshi-M battle heralds a trend 
where the cost of higher education, 
be it engineering, medicine or mana- 
gement—all along subsidised by the 
government—will increasingly be 
borne by the user. 


Yvy xiinos 









TUSHAR 
PRADHAN 


AVP (EQUITY), HOFC MUTUAL FUND 


66 When it comes to enue for the child’s 
education, avos prefer capital preservation 
over everything else 
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EXECUTIVE DIRECTOR (FINANCE) 


YIT. Rao has invested Rs 25 lakh in mutual funds for his 
hh children’s education . He plans to build a 





ixl corpus of Rs 1 crore in the next six to eight years 





That's the norm almost in 
every other country in the world. 
Last year, British Prime Minister 
Tony Blair almost staked his 
chair in his fight for allowing 
British universities the right to 
charge ‘top-up fees’. This was 
around the same time that Joshi 
was clamouring for more state 
subsidy for the irMs. And every- 
one's wiser for that. Today, 
investing for children's education 
is a top priority, much like 
retirement planning or buying 


OFF-THE-SHELF KIDS’ PLANS 


eSmartKid Child Plan 
(ICICI Prudential) 


eKomal Jeevan Insurance 
(LIC) 


eMahalife 
(TATA AIG) 


eChildren's Gift Fund 
(HDFC) 


eChildren Career Plan 
(UTI) 


eChild Benefit Plan 
(IDBI Principal) 


a house. Like most other long 
term investments, one needs to 
start with a clear goal and 
investment principles in mind 
while planning to build a corpus 
to fund children's higher edu 





cation. Investment consultants 
will start you on the road by 
building a model that takes into 
account inflation, currency sta 
bility and income growth to 
arrive at the cost of educating 
your 10-year-old, say, at any of 
the nms or the IITs, 10 years 
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RAGHURAMA 


ASSOCIATE PARTNER 
ACCENTURE 


down the line, and, therefore, 
what the equated monthly savings 
would need to be. 


Do-It-Yourself Models 


With interest rates almost at low 
single digits, something that does 
not even beat the long-term nominal 
inflation rate of around five per 
cent, most investment consultants 
advise against putting money in any 
assured return schemes. And dab- 
bling in the stock markets yourself 
could be a dangerous proposition 
given the volatility and the risk of 
even the principal sum being 
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Raghuraman invests over Rs 1 lakh every year in 
two insurance schemes for his two 
sons, aged five and nine 


eroded. What then are the options 
to invest sensibly for a life goal as 
sacrosanct as providing for your 
child's education? 

"The best bet is a mix of insu- 
rance and mutual funds, because 
education is a long-term goal and 
needs long-term, 10-15 years, risk- 
mitigated investments," says Anil 
Chopra, CEO, Bajaj Capital. 

He is right, for this is the stra- 
tegy that many parents are actually 
practising. Vinod Rao, the 43-year- 
old Executive Director (Finance) 
at Pepsi India, started investing for 
the education of his two children, a 
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14-year-old boy and 12-year-old 
girl, almost two years back. With a 
time horizon of six to eight years 
(the time when the elder kid will be 
ready to enter college), he began 
by investing a lump sum of Rs 25 
lakh in mutual funds, following it 
with an additional investment of 
Rs 5 lakh to Rs 10 lakh every year 
thereafter. Rao plans to build a cor- 
pus of about Rs 1 crore in the next 
six years to eight years, preferring to 
stay safe with funds such as HDFC 
Prudence Fund, Franklin Tem- 
pleton, psP Merrill Lynch Tiger 
Fund, even a bit in insurance. 








Most parents pick up balanced 
mutual funds over purely equity- 
led ones, for the sight of the 
fund's net asset value (NAV) dip- 
ping could be disheartening even 
for hardened investors when it 
comes to investing for children's 
education, a highly emotional 
issue for most parents. *When it 
comes to planning for the child's 
education, investors prefer capital 
preservation over everything else," 
says Tushar Pradhan, Assistant 
Vice President (Equity), HbFC 
Mutual Fund. And even in cases 


BENEFITS OF 
EDUCATION LOANS 


No collateral for loans up to Rs 4 lakh 


Repayment starts only a year after 
completion of the course or six 
months into the job 


Educational loan repayments offer 
a tax deduction of Rs 40,000 on the 
taxable income 





where people go in for some kind 
of exposure to equity, they gradu- 
ally reduce their portfolio's 
exposure to equity over time as 
the children come closer to taking 
the plunge into higher education. 

P.G. Raghuraman, 39, Associate 
Partner at Accenture, invests over 
Rs 1 lakh every year for his two 
sons, aged 5 and 9, in two insurance 
schemes from ICICI Prudential and 
Life Insurance Corporation of India 
(LIC) and also makes direct invest- 
ments of close to Rs 40,000 every 
year in equity-based mutual funds. 


Off-The-Shelf Products 
Besides the usual mutual funds and 
insurance schemes, there are also 
specific products for kid's educa- 
tion offered by different banks and 
financial institutions. These plans 
have a clear directive to specifically 
invest with the objective of wealth 
creation over the long term. 
SmartKid Child Plan, an insu- 
rance policy of icici Prudential, is 
very popular with people going in 
for structured investments for chil- 
dren's education. It offers staggered 
payouts, plus an insurance cover 
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has been designed to be a long- 
term investment option and allows 
investors to save through a one- 
time investment, while the fund 
manager has the flexibility to vary 
the equity portion between 40 per 
cent and 60 per cent, the balance 
being invested in debt. 

As compared to plain vanilla 
diversified equity and balanced 
funds, which also provide long- 
term capital appreciation, these 
child-specific plans are different 
both in objective and operation, 
and this is perhaps what makes 
them a compelling proposition for 

= any parent. In other equity-based or 


3 © balanced funds, since the perform- 


o ance of the fund manager is moni- 
z tored by the markets on a day- 


= 
> 


> to-day NAV basis, there is pressure to 
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g sensibly is a mix of 


insurance and mutual funds because children's 


education is a long-term goal" 





for the parent. Any parent in the age 
group of 20 years to 60 years, with 
children under 12 years, can opt 
for this plan. Unlike the SmartKid 
Plan, LIC’ Komal Jeevan insurance 
policy insures the child's and not the 
parent's life. It can be taken for 
children below 10 years of age, 
with the policy maturing when the 
child reaches 26 years of age. The 
premium, however, is payable only 
till the kid is 18 years, with stag- 
gered paybacks between then and 
maturity. 

Tata AiG's Mahalife is designed to 
provide regular annuity and life 
cover. The policy holder just needs to 
pay a premium over a 12-year period 
after which a regular guaranteed 
cash income at 5 per cent of the 
sum assured is paid. This annuity 
can be accumulated over a period of 
time to fund higher education. 
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Apart from these insurance 
schemes with assured return, even 
mutual funds have specific pro- 
ducts that factor in children's edu- 
cation expense. HDFC Children's 
Gift Fund is aimed at children up to 
the age of 18 years. The invest- 
ment, which also offers a free per- 
sonal accident cover, is made in 
the child's name, and is locked in 
till the child turns 18. 

The uri Children Career Plan, 
in fact, explicitly states its objec- 
tive and the selling point as *an 
opportunity of providing the child 
on maturity a means to meet the 
cost of higher education or setting 
up a profession, practice or busi- 
ness". Similarly, Tata Young 
Citizen's Fund also promises to be 
the *best investment tool for the 
child's future’. Then, there is IDBI 
Principal Child Benefit Plan, which 
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show short-term gains, sometimes at 
the cost of long-term appreciation. 
But in a child-linked plan, with 
no short-term performance-related 
pressures, and a clearly spelled out 
goal of long-term capital apprecia- 
tion, the fund manager virtually 
dons the parents’ mantle. The com- 
panies that are selected for a child 
plan normally have long-term 
potential, with virtually zero tole- 
rance for any new or untested com- 
panies, where risk perception is high. 
However, most fund managers cau- 
tion that the child plan portfolios 
should be churned less. Most child- 
linked investment plans have a lock- 
in period of three years, with a 
penalty clause for untimely exit, but 
such instances are rare, point fund 
managers, for most parents would 
hate to hate to upset any plans that 
involve the child's education. Ef 
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Got Assets? 


Borrow Cheap 


Whether you need money to expand your business or meet a 
personal emergency, loans against assets is a good, cheap 
and fast option. sv SUPRIYA sHRINATE 


HREE MONTHS AGO 

when 34-year-old 

Rohit Chhabria, 

who runs a small 

advertising agency 

in Mumbai, decided 
to expand his business, finances 
were least of his problems. Not 
that his agency, Magnaopus 
Advertising, had any reserves and 
surpluses to even speak about, let 
alone fund the expansion. 
Chhabria took a loan of Rs 18 
lakh from icici Bank, all right, but 
managed it at a much lower rate of 
interest compared to what a nor- 
mal business loan of this nature 
would have entailed. 

And recently when C.B.R. 
Murthy, a practicing chartered 
accountant in Mumbai, wanted 
to buy office space, the only 
option apparently open for him, 
and not-to-happy one from his 
perspective, was to sell his care- 
fully-built stock portfolio to raise 
money to pay for the premises. 
Both Chhabria and Murthy, ins- 
tead, went in for secured loans, 





loans against assets (LAA): Chhabria 
pledged commercial property in 
New Mumbai to get Rs 18 lakh 
for business expansion and 
Murthy got almost Rs 20 lakh by 
pledging his securities. 

Welcome to the born-again 
world of pawn, for that’s exactly 
what a loan against an asset really 
is, well without the hideous hang- 
over of wicked moneylenders of 
yore, who not only charged exor- 
bitant interest rates but, more 


ADVANTAGE: Loan Against Assets a» 


often than not, also managed to 
usurp assets, With most banks— 
public, private and foreign— 
hawking their LAA products 
aggressively, anything, a house, 
car, commercial property, stocks, 
can bail you out from any busi- 
ness or personal monetary crisis. 
And best of all, since it's just a 
pawn, you get to keep your assets, 
barring default or any major mar- 
ket upheaval, such as a stock or a 
property market crash. 





m Low interest rates make it more attractive than high-cost 


personal loans 














m Flexile options are ‘open for repayment and no penalty 


is levied for prepayment of the loan 
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Tele Chhabria went for a secured loan of 
HABRIA : 


Rs 18 lakh against his commercial property. 
MAGNAOPUS ADVERTISING AGENCY The loan was dibursed in just TWO days 
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Best Of All 


“Incomes have gone up, and people 
are now less credit averse. Loans 
against assets are a good means to 
fulfill temporary cash flow needs,” 
says S Ramakrishnan, Vice President 
and Head Retail Asset Group, HDF¢ 
Bank. And what makes LAAs stand 
out from all other loans available to 
an individual is that they provide 
the best features of everything else 
available in the market. 

Traditional secured loans, much 
like a home or car loan, come at 
lower rates of interest, but have a 
drawback in being purpose-specific, 
in the sense that you can only utilise 
it for buying a house or a car, what- 
ever the case. All-purpose unsecured 
personal loans offer the flexibility of 
end use, but come at high interest 
rates. LAA combines the low interest 
element of traditional secured loans 
with the end-use flexibility of unse- 
cured loans, making it ideal mix- 
and-match instrument available to a 
retail borrower. 

“In a way, this unique loan 
scheme has opened an altogether 
new market for banks. Most cus- 
tomers, who would otherwise shy 
away from borrowing personal loans 
at interest rates as high as 16-18 
per cent, are beginning to turn to the 
LAA,” says V. Vaidyanathan, Country 
Head, Retail Business, icici Bank. 
LAAs’ icing on the cake perhaps is the 
fact that there is no penalty on pre- 
payment of the loan, unlike both 
house or personal loans, where 
banks tie in their rate-of-return to 
your entire repayment period, and 
any change on that schedule invites 
stiff penalties that discourages the 
borrower to prepay even while he 
may have the wherewithal. 

Banks do a due diligence to value 
your collaterals, with market price 
taken into account in case of shares. 
The banks may sometimes insist on 
detailed enquiries, even visits to 5 
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physically verify the assets, but this 
is to weed out unscrupulous people 

4 who tend to borrow using fake 
documents. Typically, the loan limit 
varies from 65 per cent to 70 per 
cent of the total asset value. 
Chhabria, for one, vouches for the 
efficient handling of his applica- 
tion, which was disbursed in just 
two days’ time. And just about any- 
one in need of cash and with an 
existing asset can avail of LAA. For 
small businessmen, LAA is an attrac- 
tive means to fund business 
requirements as it works out to be 
much cheaper than seeking working 
capital from the bank. 

Besides a much lower interest 
rate, even the repayment tenure for 
LAA is typically longer than that for 
a personal loan, making it that much 
more attractive. Usually, the repay- 
ment of loan availed against pro- 
perty can be staggered from five to 
six years, and against a car, any- 
thing from one year to three years. 
And ownership of collateral, in 
terms of a house, car or shares, 
though a necessary condition, is 
not the only condition that banks 

! insist on. Banks also insist on 
seeing your income proof or suf- 
ficient cash flow in case of a busi- 
nessman in order to ensure 
repayment-capacity. 


Due Caution Needed 
The fact that LAA works out diffe- 
rently from other loans makes peo- 
ple like Sriram Kalyanaraman, Head 
National Sales, Standard Chartered 
Bank, term it a cash-credit account 
t than merely a loan. For unlike other 
loans, interest on LAA is generally 


calculated on a daily or monthly- 
reducing balance, where interest 
is charged on the current outstan- 
ding and not what was origi- 
nally sanctioned. For example, 
Magnaopus Advertising’s Chhabria 
is paying interest on just Rs 8 lakh 
that he used from his total sanc- 
tion of Rs 18 lakh, while keeping 
the option open to withdraw the 
remaining Rs 10 lakh, whenever 
the need arises. 


HOW MUCH YOU WILL PAY 


Banks AVERAGE RATE OF INTEREST PER ANNUM (%) 

Property Auto/Cars Securities 
ICICI Bank 9-95 15-16 8 
HDFC Bank 95-11 13.514 8595 
Standard Chartered Bank 9-12 1618 1132 
State Bank of India 11.75 NoLoans 10.25 
Citibank 95-105 Noloans 10 


"Today mental blocks about 
borrowing against house or shares 
are fast fading," says Kalyanaraman. 
And with growing competition bet- 
ween banks on garnering more LAA 
customers, interest rates on these 
loans is set to go down further. 
However, like most loans, care 
should be taken to use LAA to pro- 
ductively utilise the money and 
leverage the cost (interest payable) to 
generate foreseeable inflow of 
income to repay the loan. 

“I used shares to finance my 
business and expand further", says 


Murthy. He pays his bank 0.4 per 
cent to 0.5 per cent brokerage each 
time he buys or sells shares and 
thus reduces his exposure to risk 
and the loan value. “A borrower 
should be careful that personal 
liability does not outrun personal 
asset. And one should not get over 
leveraged and always maintain a 
positive net worth by covering the 
gap between asset and liability," 
says Rajiv Bajaj, Managing 





Director, Bajaj Capital. 

“It’s a bridge loan meant to 
bridge the gap for cash shortage 
and should, therefore, be borrowed 
only for short term, and that, too, 
only if there is a foreseeable cash 
flow through which it can be 
repaid," elaborates Rohit Sarin, 
Partner, Client Associates. While 
there may be a temptation to lever- 
age one's assets, mindless borrowing 
through LAA is fraught with risk, 
for in the event of failure to repay, 
attachment of assets is a very real 
danger. So be forewarned. & 
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Mesas zm CONSUMER SURVEY 


Brand Of 
YourMoney  . 


A recent ACNielsen study on retail financial services 
throws up quite a few surprises on the most preferred 
financial brands in India. sv Latika TANDON 


witnessed a remarkable change in the last PRODUCT PENETRATION 


five years, Banks and other financial service 






4 
providers are focussing on technology-led Saronio] ALL INDIA 
solutions along with aggressive customer PENETRATION (%) 

management to not only retain and deepen relation- t 
ships with existing customers, but also attract cus- Savings account 
tomers from competitors. These marketers have huge ; 
databases at their disposal that help them monitor Fixed deposit 
consumer preferences, and earning and spending Current account 
behaviour; and they use this information to sell pro- z = 
ducts in their portfolio. Recurring deposit 
But how do you, as a retail consumer of financial De-mat account 
services such as bank deposits, credit and debit cards, 
home loans, personal loans and so on, decide what to Wealth management account 
choose amongst a plethora of choices available out Credit card 5 
there in the market? Obviously, you can screen and = 
select these providers based on your need and their Debit card 
offer. But often, the experiences of an existing or 
potential consumer, much like you, could be a good Home loan 
guide to help narrow down your choice. The ability of | Personal loan 
any service provider to attract hordes of consumers is 
a sign of effective marketing alright, but it is also a sign Two-wheeler loan 
of strong brand equity, effective responsiveness to Car loan 
consumer needs as well as wherewithal in terms of 4 
technology or people, to provide the service. Education loan 
. Durables loan 
Product Penetration Source: ACNielsen/Money Monitor; only urban India + 


First things first. Let’s look at how and where 
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Banks are now focussing on aggressive customer management 
only retain and deepen relationships with existing customers, but 
also to attract customers from competitors 


consumers keep their money in urban India. Ownership 
of a traditional bank account is almost universal in 
urban India, across age groups, geography and occu- 
pation. The most common bank account is a savings 
account, with 93 per cent penetration in urban India. 
Fixed deposits had a penetration of 18 per cent, while 
a mere 3 per cent of the target audience had a Demat 
(dematerialised) account, something one needs to 
deal in buying and selling of shares. 

The marketing efforts of the banking sector, in 
terms of mainline advertising, direct mail, telephone 
marketing for credit cards, debit cards and home 
loans, have borne results as these products have built 
up a sizeable ownership base, whereas personal loans, 
education loans and durable goods loans still have 
very few takers. And for all the hype over wealth 





to not 


portfolio managers, the product has just about negli 
gible penetration at the moment, even amongst higher 
socio-economic (SEC) consumers. 

Going forward, the rate of growth of a savings 
account is likely to be at 6 per cent in the next one year. 
Of the other pure bank deposit products, only fixed 
deposits indicate growth potential of around 7 per 
cent in the next one year, with just 1 per cent to 3 per 
cent growth expected in all other deposit products. 

Overall, 5 per cent consumers will go in for a 
new credit card in the next 12 months. And with 
almost 9 per cent of credit card consumers open to 
shifting their loyalty from their existing issuers, 
most brands in the credit card category are vul- 
nerable to losing consumers as a result of a com- 
petitor's marketing efforts. 
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The best news perhaps is in the home loans 
category, with almost 14 per cent of consumers 
looking at taking a new or additional home loan in the 
next one year. With low penetration of personal 
loans, almost 7 per cent of consumers plan to go for 
one, with just 2 per cent are looking for an education 
loan in the next 12 months. 


Bank Monitor 

As expected, market penetration of banks is skewed 
in favour of public sector banks, with over 90 per 
cent consumers banking with them, followed by 
private banks (19 per cent) and then foreign banks 
(5 per cent). 

The scenario is quite different, though, if you 
consider just the top four metros. There is a clear and 
distinct shift towards private banks and multina- 
tional banks, with almost 32 per cent consumers 
banking with the former and 9 per cent with the lat- 
ter. Away from public sector banks, 23 per cent of 
SEC A consumers (or top-level social class) bank 





INVASOO HSEWO 


There is a high level of awareness of direct banking facilities, in 


with private banks compared to 19 per cent for 
the entire population. 

Obviously, public sector banks are losing out to pri- 
vate banks and foreign banks in the race for new 
consumers. Private banks such as icici Bank and 
HDFC Bank are gaining new entrants at a proportion 
greater than their current market share, indicating 
aggressive consumer acquisition strategies. Almost 9 
per cent of consumers who intend to pick a new 
bank choose ICICI, a figure which is much higher 
than its current 6 per cent market share. 

Perceptions matter more than reality in building a 
positive disposition about banks. For example, though 
awareness and adoption of value-added services and 
third party products that the banks currently offer 
are low, they are still perceived as relevant offerings by 
consumers. In the case of bankassurance, almost 50 per 
cent of consumers feel it is a very relevant service, as 
opposed to just 22 per cent who are even aware that 
banks actually cross-sell insurance products! Almost one 
in four consumers are open to banks offering invest- 
ment and tax-related advisory services, mutual fund 
products, even Demat accounts. 

Branch banking is the sole means of banking for an 
overwhelming majority of Indian consumers. There is 
a high awareness level of direct banking facilities, in 
terms of an automated teller machine (ATM), phone or 
net banking. Over a third of all consumers (37 per cent) 
have used some form of direct banking. With foreign 
banks, almost 80 per cent of consumers opt for direct 
banking, and 73 per cent with Indian private banks. 

It is the consumers of public sector banks who 
need more encouragement to adopt direct banking, with 
just 34 per cent consumers exposed to any direct 
channel. It appears that while public sector banks have 
invested hugely in creating infrastructure for direct 
banking, their efforts in marketing these services and 
making their access easy for their consumers have not 
been effective enough. 

At a national level, State Bank of India (spi) still has 
the highest brand equity amongst consumers, perhaps 
because of its wide branch network, with icici Bank at 
#2 position. As far as customers of private banks go, 
ICICI Bank emerges as the strongest brand, leading 





terms of an automated teller machine (ATM), phone or net 


banking among Indian consumers 
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both spi and HDFC Bank by a significant margin. 
Interestingly, even customers of foreign banks crown 
ICICI Bank as the leading brand amongst all banks. 


Plastic Monitor 


Ownership of credit cards has a strong and direct cor- 


relation to a consumer's socio 
economic background and 
town class. Penetration of plas- 
tic money is twice the national 
average (28 per cent) amongst 
SEC A consumers. And every 
third SEC A consumer living in 
the top eight metros owns a 
credit card. 

Again, much like traditional 
bank accounts, private Indian 
banks and foreign banks are 
aggressive here too, with over 
70 per cent of their customers 
owning credit cards issued by 
their own segment. Private 
banks have also succeeded in 
making inroads amongst cus- 
tomers banking with foreign 
banks, with 40 per cent of for- 
eign bank account holders 
owning a credit card issued by 
a private bank. 

ICICI Bank leads the plas- 
tic money category on all para- 
meters, from awareness to pen- 
etration, with Citibank leading 
amongst foreign banks. What's 
surprising, though, is the trend 
in new or additional cards 
issued in the last one year, 
which shows public sector 
banks back in the reckoning, 
with smart leverage of their 
vast branch networks to win 
over new consumers. 

An existing bank account 
is the most common route to 
getting the first credit card for 
most consumers. Over a quar- 
ter of the consumers claim that 
they simply accepted a credit 
card offered to them by their 
transaction bank. While this 
holds true for all banks, foreign 


bank consumers also add that an aggressive push 
through agents and bank staff made them select the 
brand. It seems an aggressive push by marketers is a more 


successful strategy to make consumers adopt plastic 
money as compared to utility-driven factors in low 


FAIR SHARE RATIOS FOR BANKS... 


FAIR SHARE 


BANK 
RATIO 


SBI — 
ICICI Bank 
Canara Bank — 
HDFC Bank 
Bank of Baroda 
Bank of Maharashtra 
UTI Bank 

Citibank 

HSBC 


..AND CREDIT CARDS 


CREDIT CARDS FAIR SHARE 


RATIO 


SBI ext 
ICICI Bank 
Canara Bank 
HDFC Bank 
Bank of Baroda 
Bank of India 

SL o o or oz 
Standard Chartered 
HSBC 


The Fair Share Ratio is defined as the proportion of new entrants in 
the past one year for a particular bank relative to its market share. 
A ratio greater than 1 indicates that the brand is gaining new entrants 
in a proportion that is greater than its current market share 








annual fee, appropriate credit limit or global acceptance. 


Even multiple card owners 
are prone to push from their 
current savings account bank to 
go in for an extra credit card. 
However, multiple card owners 
are savvier compared to first- 
time users when it comes to 
card features in width of accep- 
tance, annual fee, credit limit, 
interest rates, et al. 

A third of all credit card 
users also hold a debit card, 
though debit cards are seen 
more as a medium to with- 
draw money from an ATM than 
any real use as a payment 
mechanism. And much like a 
credit card, even debit cards 
are being taken by consumers 
largely because they are being 
offered as a package deal by 
banks rather than any proac- 
tive seeking of the product by 
the consumer. 


Loan Monitor 

Unlike credit cards, home loans 
have no correlation to SEC, with 
the differences across SECs being 
marginal. Home loan owner- 
ship has a direct co-relation 
with age, with penetration 
highest (14 per cent) amongst 
45-years-plus consumers. 
Interestingly, small towns 
outscore big metros in the 
home loans market, with the 
South and West zones showing 
higher incidence of home loans 
compared to the North and 
West zones. 

Nearly two-thirds of 
potential home loan consumers 
go to their existing bank 
branch as a starting point to 
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Top Retail Banks 


SB! ICICI PNB  HDFC BOI Canara BOB Citi 
Bank 


Top Credit Card Issuers 


ICIC! SBI HDFC Citi SCB HSBC BOI BOB ABN Canara Amex Manh- 
Bank Amro attan 


Top Home Loan Issuers 





ICICI SBI HDFC Canara PNB BOI BOB LIC Citi HSBC Stan Abn 
Bank Housing 


Chart Amro 


All figures are Brand Equity Index on a maximum of 10 — Source: ACNielsen/ Money Monitor 


collect information about home loans, with internet and 
property exhibitions playing a minor role in infor- 
mation gathering. ICICI and HDFC top the list of banks 
that are considered by the consumer before taking a 
decision on home loans. However, a comparison of the 
‘consideration set’ to the ‘actual brand share’ also 
reveal SBI as one of the strongest players in this market. 

Lower interest rate is the single most important 
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| m. 
s, 1,759 i loans, 
1,194 for personal | pe tote soutien oe. 


reason for choosing the loan provider, followed by ease 
of documentation and so on. 

At the national level, icici Bank has the highest 
brand equity amongst all the key home loan players, 
with SBI and HDFC Bank next in line. Amongst for- 
eign banks, Citibank leads over HSBC, Standard 
Chartered and ABN Amro. It is interesting to note that 
even among foreign bank customers, where Citibank is 
in the lead, icici Bank and SBI are still considered 
stronger than the other foreign banks. 

When compared to the banking and credit card cate- 
gory, the relative difference between the lead bank 
and second in line is much lower for the home loan seg- 
ment. This indicates that there is no single dominant 
brand occupying consumer mindspace in home loans. 

Much like home loans, even personal loans have 
no strong correlation with SEC, with all manner of 
consumers showing almost equal propensity to go in 
for a loan. And following on home loan trend, lower 
town classes and West and South zones also show 
greater incidence of personal loans. But unlike home 
loans, penetration of personal loans differs only 
marginally by age. 

In personal loans, SBI emerges as the market leader 
with penetration of 11 per cent in the personal loans 
market, with icici Bank a close #2 followed by HDFC 
Bank. The choice of brand for a personal loan is driven 
primarily by the interest rate, with the relationship with 
an existing bank also playing a major role in the consu- 
mer's decision-making process. ICICI Bank has the high- 
est brand equity amongst all the key personal loan issuers. 
SBI and HDFC Bank are next in line, with hardly any 
differentiation between most foreign banks here. Ell 
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Building future. 


Enjoy 5 star luxuries or get 5 star returns. 





Assotech Cabana Serviced Apartments offer you a lifetime of five star luxuries. Buy one and enjoy five star luxuries 


Or choose from Assotech lease options and get five star returns. Thus it's not just a luxury apartment, but a great investment 


too! So, what are you waiting for? Phase one will be operational from December, 2005. Book now. Regret never! 


CABANA 


Serviced Apartments 





Centrally located - just 25 mins. from Connaught Place, 5 mins. from Noida, 20 mins, from South Delhi + Well connected to the railway station, airy 
and commercial areas ¢ Ideal for both short and long stays © 272 fully furnished apartments with refrigerator, AC, TV, sofa, beds, gas, microwave 
kitchen utensils, etc.e Laundry/dry-cleaning facility, travel desk and complete house keeping + Mega Windsor Club facilities 











For information & booking, call: 98106 19991, 98106 19992, 98106 19993 


Site Off.: Windsor Park, Plot No. 5, Vaibhav Khand (Opposite Sector-62 Noida), Indirapuram. Corp. Off.: Assotech Realty Pvt. Ltd., F- 27 & 28, Sector-18 


e-mail: windsorpark@atcil.com, Website: www.atcil.com 
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OR 54-YEAR-OLD PRITHVI 

Haldea, an alumnus of 

Birla Institute of Tech- 

nology and Science, 

Pilani, and a World Bank 
veteran, reading stock market trends 
is second nature. One of the first 
to offer information on Indian stock 
markets (with Constellate 
Consultants in 1975) before setting 
up Prime Database in 1989, Haldea 
is considered an expert on the pri- 
mary market. He speaks to BT’s 
Amanpreet Singh on how retail 
investors can benefit from invest- 
ing in stock markets, and what they 
need to watch out for. 


There is a virtual boom of initial public 
offerings (IPOs). While Rs 43,000 crore 
has been raised since January 2003, an 
estimated Rs 70,000-crore worth of 
IPOs are presently in the pipeline. 
What's your view on this boom? 
First, let us get the terminologies 
right. IPO is a misnomer. What we 
are seeing is a boom in the public 
offerings market—comprising IPOs 
and many FPOs (follow-on public 
offerings). Of the Rs 43,000 crore, 
as much as Rs 24,000 crore was 
raised by FPOs and Rs 19,000 crore 
by iPOs. The basic distinction 
between the two is that while an PO 
is a first-time offering by a hitherto 
unlisted company, an FPO is a pub- 
lic offering by an already listed com- 
pany. Because of this distinction, 
the entire characteristics of these 
offerings are different. 


Which is better for a small investor, an 
IPO or an FPO? 

Since FPO is from a listed company, 
there is really no price discovery 
taking place through book-building. 
It's a sham that we have a book- 
building process because the price is 
already being discovered in the 
secondary market on a second- 
to-second basis. How can you have 


sh tas 





“Capital 

Market Is 
All About 
Risk And 


Reward” 


two price discoveries at the same 
time? The investor has to be very 
careful when investing in FPOs. First, 
the secondary market price may 
have been rigged to make the offer 
price look attractive. Second, the 
gains, at best, can only be in the 
arbitrage between the offer price 
and the market price, which would 
not change significantly just because 
additional shares are being listed. By 
this logic, these are low-risk, low- 
reward opportunities. An IPO, on 
the other hand, could yield huge 
returns, sometimes even 500 per 
cent; you really don’t know the 
top bar. At the same time, the 
investor could also lose money in 
IPOs. It is because the collective 
market discovers the true price 
of the share only after listing. 
These are high-risk, high-reward 
opportunities. 

If you look at the last two years, 
returns have been substantially 
higher in iPOs than FPOs. It is not 
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amazing, therefore, that the issuers, 
media and even officials refer to 
FPOs as IPOs. It makes perfect sense 
for the issuers to label their FPOs 
as IPOs to misguide and play on 
investors’ weakness for IPOs. 


What kind of IPOs are better for small 
investors? 

The capital market is all about risk 
and reward. There is a certain 
amount of risk associated with each 
issue. For example, while the pro- 
moter may be well established and 
the company may be doing well, 
there can be an incidence of high 
issue price. One could still lose 
money despite the company being 
good. With a greenfield project, 
one may get it at a low price and 
there could be a huge upside. But 
there could be a downside too, as 
the company may not take off well 
or the money could be siphoned 
off or misused because the pro- 
moters' credentials are unknown. 
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PRITHVI 
HALDEA 


FOUNDER & MANAGING DIRECTOR 
PRIME DATABASE 


Has the public offerings market changed over 
the years? 

Today, we are looking at substai tiall 
ferent market from what we saw wu 
1980s and 1990s. Currentlv, almost a 
IPOs are from existing established con 
a í : nies, and hardly any for greenfield proj 
or from new companies, which was typ 
of all previous booms. his iugurs 


for investors. The present boom is not 


about numbers (of issues); all through th« 
previous financial year we saw onl 


issues. However, now the amounts beings 





raised are very large, the average size of 
issue is now Rs 700 crore as compared t 


Rs 10 crore in the 90s 


What about the quality of issues hitting the 
market? 

The quality of issues has improved. Investors 
can take credit for this as they showed that 
they are not willing to touch anything and 
everything, having borne the brunt of 
vanishing companies and several other scams 
through the 90s. With the Controller of 
Capital Issues (sEBi's earlier avatar), theri 
were (virtually) no entry norms, with the 
only concern being price (of the issue). Th 
1990s saw controlled pricing giving way 
to free pricing, and the emphasis moved 
to disclosures. Since the market was bullis! 

and disclosure )orms Were still being 
enacted, we saw as many as 3,911 compa 
nies come out with new issues between 
1992 and 1996. It was literally possible for 
a company to think of an issue at night, 
float it in the morning and not be accour 

table to anybodv the day after! But today, 


stringent entry norms bv SEBI (Securities 





f People are not licies (offering protection) 
for retail investors are still skewed and the refund process is painful” 


& 


INVESTMENT SPECIAL 


JULY-SEPTEMBER 2005 





and Exchange Board of India) 
ensure that there are no fly-by-night 
operators anymore. Moreover, to 
safeguard the small investors, half 
the issue has to be bought by quali- 
fied institutional buyers. This has led 
to a huge institutionalisation of the 
market. Disclosure norms have also 
resulted in better information to 
the investors. Risk of fraud has been 
substantially taken away from the 
IPO market. 


Are small investors now flocking the 
market? 

Despite all these changes, small 
investors have still not come to the 
market in very large numbers. If an 
NTPC or a TCS draws just 10-12 lakh 
applications, then I am hugely dis- 
appointed, for in 1992, Mangalore 
Refineries attracted 44 lakh appli- 
cations. Retail investors are still 
very cautious today. People are not 
confident about the market; the 
policies for the retail investors are 
still skewed and the refund process 
is painful. Growth of the economy 
can come when people invest their 
savings in the capital market. The 





INTERVIEW 


household savings as a percentage of 
GDP in the last 10 years has grown 
from 18 per cent to 23 per cent, 
whilst within the same period (accor- 
ding to the RBI), the percentage of 
household savings invested in the 
capital market has come down from 
23 per cent to an abysmal 1.4 per 
cent. This is a financial emergency. 


So, what should a small investor look 
out for when investing in a public offer? 
A small investor has very little 
wherewithal. Still, he should make 
an informed decision. The investor 
should read the abridged prospectus. 
Since there is too much to read, 
my advise is to concentrate mainly 
on one aspect—the promoter. Read 
up all you can about the promoter. 
If the promoter gives you a sense of 
comfort, then go ahead and invest in 
the company. There are enough 
disclosures in the prospectus that 
will tell you about the credentials of 
the promoter—experience, quali- 
fications, education and other busi- 
nesses. Importantly, look out for 
the disclosures about litigations and 
defaults against the promoter and 
his companies. If the prospectus 
does not clear your doubts, then 
just forget about it. There is no 
tenet that says that one has to invest 
in every public offering. 


What about the mindset of the small 
investors today? 

In bull markets, small investors tend 
to chase every offering. And this is 
because of pure greed. Poor allot- 
ments in very good issues make 
them hungrier. So rather than cha- 
sing value, they start chasing 
allotments. That is when they get 


into a problem because they start 
applying to (issues of) weaker com- 
panies, and here they get a larger 
allotment because the smart guys 
(and big guys) will not apply. 
Moreover, they often chase price 
and not value, and start comparing 
apples with oranges. 


Is book-building bad for the small 
investor? 

Book-building is basically about 
price discovery. Over a period of 
time, book-building has been mis- 
used. If you look at the way book- 
building is designed in India, I think 
it is against the small investor. First 
of all, the reservation for the small 
investors is very small. This has led 
to investors getting miniscule allot- 
ments, thereby putting them off. 
The institutional investors pay only 
on allotment, but the retail investors 
have to pay upfront on application. 
Then, there is a discretionary 
allotment to the institutional 
investors, while retail investors have 
to stand in the allotment queue. 
The book-building process also 
allows for generation of oversubs- 
cription hype, which is used to pull 
in retail investors. 


Should small investors go in for the 
primary market or the secondary 
market? 
Well, for a small investor who 
does not have a (good) under- 
standing of the market, an IPO is 
still a better avenue. However, it 
requires patience and means has- 
sles associated with poor allot- 
ments, and refund orders. 

The secondary market is more 
exciting—you can make returns 








GG Never try to maximise market returns, for it 


is impossible to time the market. Set a target, 
and deo exit accordingly" is 
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overnight. Then, one needs to do a 
lot of work, understand the com- 
pany's fundamentals and then the 
technicals. One has to be also watch- 
ful of manipulations. Then there is 
the problem of insider trading. There 
will always be a set of people who 
will have more information. The 
small investor again loses out. So 
only if he can devote a lot of time 
studying all these factors and is pre- 
pared to also take the risks, should 
he enter the secondary market. 


What about mutual funds? Are they 
small investors' best bet? 

Mutual funds as a product are bril- 
liant for small investors as they 
work on the premise that the small 
investor does not have the requisite 
resources to manage his money and 
professional fund managers can pro- 
vide that expertise. However, MFs in 
India have not demonstrated a trans- 
parent and consistent performance 
that is needed to build investor con- 
fidence. MFs have not been able to 
convince that ‘I am a better money 
manager than you’. Therefore, this 
industry has really not grown. MFs 
have to do a lot of work. They also 
need to invest in reaching and edu- 
cating people and no fund wants 
to incur that cost. So it has 
remained, at best, a metro and elite 
phenomenon. 


PRETI 


What advice will you give someone 
entering the stock markets? 

There is no mantra because it all 
depends on the funds available, the 
risk appetite and investment hori- 
zon. I am amazed by the number of 
people who would rather keep their 








This will spread the wealth, in a 
transparent manner. We need to 
follow Margaret Thatcher's British 
model. When she privatised British 
Telecom and British Rail, 
everybody got only 50 shares. 
Everyone benefited. In India, there 


GG The performance of mutual funds has not 
been transparent and consistent enough 
to build investor confidence" 





money in a bank deposit and com- 
plain about it, yet be comfortable 
with a 5 per cent annual return. 
But when it comes to the capital 
market, they want a 100 per cent 
return in a month. So, either they go 
into the fear mode and stop 
investing or go into the greed mode 
and start investing in the capital 
market blindly. Both approaches 
are disasters. Investors need to con- 
trol their greed. They should not 
allocate all their resources to the 
capital market. In any case, they 
should not borrow to invest in the 
capital market. Instead of putting all 
their money in bank deposits, they 
should go for arbitrage opportuni- 
ties in FPOs and chase IPOs from 
good promoters. They should be 
careful of the secondary market... 
don't invest just on tips or neigh- 
bour's advice. 


What should be done to attract the 
small investor to the market? 

We have become hostages to the 
Foreign Institutional Investors (Fils) 
in the secondary market. Now this 
is happening in the primary market 
as well. We need to enlarge our 
domestic investor base. A major 
initiative would be that all psu 
offerings should be earmarked 
entirely for the small investors and 
that too at a discounted price. 


is no shortage of appetite. Appetite 
is a function of the state of hunger, 
the quality of the offering and the 
price. In the case of good rsus, 
everything is right. It is also poli- 
tically correct as it will increase 
the width and the depth of the 
market. Since small investors are 
not easy sellers, therefore, it will 
reduce volatility. This will also 
help create risk appetite among 
small investors. 


One last question, what should be the 
exit strategy for a small investor? 

He should never try to maximise 
market returns, for it is impossible 
to time the market. He should set 
a realistic target for himself, say 
15-20 per cent, and exit accor- 
dingly. Even if it means exiting an 
IPO immediately on listing. If an 
investment has given what he 
wanted, that's it. He should learn 
to differentiate between a good 
company and a good investment. 
One can fall in love with compa- 
nies and buy them at the wrong 
price. Keep churning the money, 
don't just maintain a notional profit 
and loss excel sheet. Most people 
are determined not to sell at a loss 
and end up making further losses. 
It's important to accept that some 
investment decisions will be good 
and some will be bad. E 
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Big And Thin It Is 


Looking at buying a bigger TV? Do you know your LCD from your 
PDP? A guide through the technology maze. BY kusHAN MITRA 


HE BOOM IN THE CABLE 
& satellite television 
market, with close to 
290 channels cur- 
rently on air; has seen 
colour television (CTV) 
sales go through the roof over the 
past few years. Nine million TVs 
were sold last year alone, and with 
ever-dipping prices, TV buyers are 
quick to adapt to new technologies. 
Over a third of all. crvs sold last 
year were flat-screens, as against 
less than a fifth just two years ago. 

With new Tv technologies such 
as projection and flat-screen 
systems becoming more affordable 
by the day, are you thinking of 
upgrading to a bigger TV anytime 
soon? Do you have a problem in 
that you do not know an LCD from 
a PDP or a CRT? Well, we have a 
brief primer lined up for you, 
which will help you pick what you 
want and not be pushed into 
selecting what the salesman at the 
retail counter suggests. 

But first thing first. While 
choosing a model you must 
remember that all Tv dimensions, 
such as 21-inch, 29-inch or 
43-inch, are diagonal screen size 
measurements. 


Cathode Ray Tube TV 

Televisions, the bulky conventional 
ones as we have known them, con- 
sist of a cathode ray tube (CRT), 
essentially a big piece of heavy glass 


tube (yes, the same one you read 
about in your class nine science text- 
book). The disadvantage with a CRT 
is that the bigger a CRT screen gets, 
the bigger the bulge behind it beco- 
mes. This means practically the 
largest CRT-based TV available in the 
market is a 32-inch one. While CRT 
TVs do have size and weight limita- 
tions, they have one considerable 
advantage over other display tech- 
nologies. The contrast and display of 
darker colours is better in CRTs than 
other technologies in all other com- 
peting systems. A 29-inch CRT TV 
starts at Rs 17,000 and a top of 
the line 32-inch one, though difficult 
to come by in India (no one makes 
them here), costs only Rs 65,000. 


Projection System TV 

There are two kinds of projection 
systems, front projection and rear 
projection. Front projection TVs 
don't really qualify as Tvs for they 
are essentially projectors with no 
built-in screen, and project images 
on to a wall or a white screen. Rear 
projection TVs are essentially the 
same as front projection ones in 
the sense that a readymade image is 
projected on a screen, but it looks 
much more like a regular rv. What 
these systems essentially do is take a 
regular image from a more con- 
ventional display like a CRT and 
project them on to a larger screen 
via a system of mirrors and lenses. 
These are like having a small tv 
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inside a bigger one, and the image 
from the smaller Tv is magnified 
on to a large screen. 

A new area for projection sys- 
tems is micro-display Tvs. These 
are lighter, thinner and shorter 
than CRT-based projection Tvs, and 
despite different marketers using 
different terminology to market 
them in either DLP (digital light 
projection), LCos (liquid crystal on 
silicon) or LCD projections, all of 
them essentially use the same tech- 
nology in bouncing or passing light 
from a very bright lamp though a 
small micro-display on which the 
image is generated. The one dis- 
advantage with these Tvs is that 
you need to change the lamp after 
a couple of thousand hours of use. 
If you want to buy a good large 
screen size, for a relatively low 
price, a 42-inch one is a good bet, 
with prices starting at Rs 70,000. 
Higher-end technologies such as 
DLP projection TVs are more 
expensive, with a Samsung 46-inch 
DLP TV starting at Rs 1,65,000. 


Plasma Display Panel TV 

Plasma display panels (PDPs) are 
the ultimate in Tv snobbery. Thin, 
light and big, you can't really ask 
for more from what essentially is 
still just a TV. And yet, surprisingly 
and shockingly (considering the 
price you pay for it), PDPs have 
several disadvantages, some pretty 
major ones. For one, PDPs have 


For your eyes only: The consumer today 





is spoilt for choice, and that too 


affordable ones, while buying a conventional flat or a *thin' colour TV 


something known as the rainbow 
effect, which means that light gets 
scattered on the surface of a PDP 
and a ‘rainbow’ is created. This is 
akin to seeing a drop of petrol on 
the road on a rainy day, though 
not as bad. PDPs also suffer from 
burn-in, so if you watch a specific 
channel a lot, you would notice 
the logo of that particular channel 
has kind of burned itself on the 
display. A standard 42-inch plasma 
rv from manufacturers such as LG, 
Samsung, Toshiba, Philips or NE 
will set you back by Rs 2.25 lakh, 
while a super large 71-inch plasma 
(imagine a TV six feet across) costs 
a whopping Rs 30 lakh. 


Liquid Crystal Display TV 
You may not realise, but you already 
know liquid crystal displays (LCDs). 
They are part of your daily life in 
your cellphone screen, car 
odometer, calculator and laptop. 
Although LCDs have been around 
for over 20 years, it’s only now 
that big, high-quality LCD displays 
have becoming affordable, and 
hence their use in TVs. A sign of 
falling LCD prices has been reflected 
in crashing prices for laptops, which 
use LCD screens to display images. 
But while LcD displays have a 
better picture resolution com- 
pared to plasma screens, large 
size LCD displays are still very 


But 


LCD screens do not suffer from 


expensive. inlike PDPs, 
burn-in problems and, therefore, 
last longer. A 20-inch LCD TV costs 
Rs 50,000 today and a bigger 
32-inch one, Rs 1,25,000. 

With prices expected to halve in 
the coming two-three years, expect 
LCD to be the direction that TVs 
take in the future, with over 2( 
manufacturers already selling LCI 
rvs across the world. In India, 
Samsung, LG, Philips, Toshiba and 
Sharp sell tcp Tvs. They're flatter 
and they're cheaper than plasma, 
but if size is what you're looking tor, 
then PDP or rear projection IV 1S 
the one for you. m 
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Four Wheels 


Buying a car? Got money to blow? Should you go for 
a huge metallic behemoth or something sleek and small? 
BY KUSHAN MITRA 





Maruti’s Swift: Switt indi 











Oo 


IRST THING FIRST, A 
caveat: this is not a 
‘how to’ or even 
‘what to’ guide for 
buying a car, any 
car. And we warn 
you that this corres- 
pondent’s personal bias, positive or 
negative, is neither endorsement 
nor rejection of any car model or 
make mentioned hereafter. So if 
you're fine with these driving rules, 
and have lots of money to blow, 
would you rather buy a huge 
metallic behemoth and have 
nowhere to park it or go for some- 
thing small, convenient, but far 
less showy? 

After all, a car speaks volumes 
about the type of person you are, or 





Ford's Fusion: Looks big, 
but is small 


at least what you want to portray 
you are, so you need to be sure 
that the four wheels you pick 
affirm it. Wondering whether size 
matters at the end of the day? 
Should you go in for a big small 
car? Or a small big car? Or does it 
make sense not to go for a car at 
all, and opt instead you know 
what they call a four-wheel in 
Europe and sports utility vehicle 
(SUV) across the pond? 


Big Small 

First, the car everyone is talking 
about, the new Maruti-Suzuki 
Swift. Put simply, this is a very 
good car. And it is not just because 
of the car's handsome looks, but 
because it is a pleasure to drive. 





A car speaks volumes about th 


At low speeds, the Swift behaves 
reasonably well. And when you 
want to step on the gas on wide, 
open highways, this car can really 
rip up the tarmac. Sure, there are 
cars with bigger, more powerful 
engines that can go a lot faster. 
But, the sensation of speed in à 
small car is so much more fun. 

The Hyundai Getz is far more 
traditional when it comes to aes- 
thetics, but that's not saying that it 
isn't modern. It has a nice smooth 
drive and while it doesn't have the 
*pants-on-fire" feel when you want 
some motorised ‘action’, the extra 
space in the rear means that you 
don’t have to get your legs crushed 
every time you get inside. If you live 
or work in a city where parking is a 
nightmare, both these cars are very 
good deals. And both Swift and 
Getz, though small in the tradi- 
tional sense of size, perform and 
behave like big cars. 

If you are single or a couple 
not planning on a family anytime 
soon, then these cars should be 
your ideal four-wheel ride. And if 
you are looking to upgrade from a 
smaller car to something bigger or 
are buying a second car for your 
family, the Swift and the Getz 
should be on your radar. Both are 
pretty affordable too—they are 
priced between Rs 4 lakh and Rs 5 
lakh. However, don’t expect these 
vehicles to make too many trips to 
the airport and back laden with 
luggage. For that you will need to 
transition to an even bigger car. 


Small Big 


Ford India advertises its Ford 


e type of person you are. So 


you need to be sure that the four wheels you pick affirms that 








INVESTMENT SPECIAL JULY-SEPTEMBER 2005 


BUSINESS TODAY 71 


INVESTMENT SPECIAL 


JULY-SEPTEMBER 2005 





Fusion as the ‘Anything 
Karega’ car. Well, no 
doubt the Fusion is a 
tremendously versatile 
car, what with a high- 
ground clearance giving 
it a slight suv-ish feel. 
And with an aggressive 
look about itself, you 
can’t really fault the 
Fusion on overall looks. 
Infact, the name itself, 
Fusion, is supposedly a 
functional play to mean a ‘fusion’ 
of sorts between a regular hatch- 
back and a suv. 

The underpinnings of the small 
car are obvious, and despite the 
high ground clearance and chunky 
looks of a body-builder, the 


SMART SPENDING 





Chevrolet Tavera: 
Fleet-owners favourite 


Fusion is as nimble as an ice skater 
on the road. With a super-sharp 
steering and great engine response, 
this car is a pleasure to drive. But 
it has one problem; it’s not quite 
as big as it looks. This is a classic 
case of looks deceiving you—the 


Fusion may easily be able 
to fit in three adults at 
the rear; only, the rear 
will no longer be the 
most comfortable place 
in the world. 

If you want comfort 
in a small-big car, you 
should go for the Honda 
City. While the car looks 
like something out of a 
Steven Spielberg movie— 
the bonnet and boot seem 
to have been banged in—it is not 
starved for space. It’s also got phe- 
nomenal fuel economy to boot. 
However, Honda has completely 
taken away the bite of the old City 
in its new avatar. So, the Fusion 
is more fun, while the City appears 





Toyota’s Innova is a very handy vehicle to transport large 
numbers of people, comfortably, over large distances 
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more practical (and more spacious). 
And given that both cars are not 
exactly behemoths, parking them is 
not as much of a problem as you 
might think. Both are affordably 
priced between Rs 6.5 lakh and 
Rs 7.5 lakh. 


Plain Big 
The Toyota Innova is the new big 
boy in town. While it might have 
the aesthetics of a container ship, 
the Innova is actually a very handy 
vehicle to transport large numbers 
of people, comfortably, even over 
large distances, and its surging sales 
volumes speak for themselves. 
What does not get reported too 
much about the Innova though, is 
that it is actually a nice car to drive. 
However, Clark Kent's famous line, 
"This is a job for Superman", comes 
to mind when you try reversing 
this car into a tight spot. That's 
when you realise just how immense 
this car is. It is so big, that you can 
easily seat two people in the third 
row and they will not complain. 
What with so much size, Innova 
might be a slightly sluggish car off 
the start line; once going however, 
it rides with immense comfort, with 
most pot-holes and speed-break- 
ers hardly registering. In case you 
do choose to buy this vehicle, 
ensure that you get one with a sec- 
ond-row air conditioning (AC), 
because the primary AC, while good 
enough to chill the front seats, 
doesn't have the power to cool the 
rear, and given our scorching sum- 
mers, the second AC is a necessity. 
There is also the Chevrolet 
Tavera in this segment. While the 
Tavera does look a class act 








Toyota's Camry: Where is the space to park this beauty? 


compared to the old Toyota 
Qualis, it looks dowdy when you 
park an Innova next to it. That is 
not to say that the Tavera is a 
bad bet, for in performance, it 
holds its own against the Innova. 
Then again, most people buy cars 
according to brand, and some- 
how sadly for General Motors, 
Toyota seems to possess far better 
brand equity than Chev- 
rolet in India. 


Big And Bigger 

A people carrier is 
after all a people car- 
rier and it never will 
replace the saloon. So 
we come to the ultra- 
large saloon cars, 
Toyota Camry and 
Honda Accord. Both are 
very popular in the us, but in 
India they are essentially 





chauffer-driven cars. 

Both cars are incredibly com- 
fortable with immense space. But 
driving one feels like you are the 
captain of world's biggest pas- 
senger-liner. Again, quite unlike 
America, traffic is very chaotic 


Hyundai's Getz: Modern yet traditional 







If you want comfort in a small big car, you have really 
one choice, the new Honda City 


INVESTMENT SPECIAL JULY-SEPTEMBER 2005 


ropay 73 


BUSINESS 














looking for parking space. 


On The Wild Side 


Haven't you sometimes wanted to 
throw caution to the wind and just 
do something crazy? Well, then 
you can buy an suv. There is a 
rather wide choice out there, and 
we will talk about the latest 
entrant, the Hyundai Tucson first. 

Tucson definitely looks the 
part with its beefcake persona. 
Given that most suv's hardly ever 
leave the road, the Tucson is a 
breeze to drive inside the city. 
On the highway, the car does feel 
a bit underpowered compared to 
the competition, but still manages 
to hold its own. With the Tucson, 


If you are looking to upgrade from a smaller car to something 


bigger, then the Swift or the Getz should be the one for you 


(a New Yorker who thinks 
Manhattan traffic is bad should 
see what it is like in Bangalore), 
with pedestrians, motorcyclists 
and auto-rickshaws adding to 
the chaos. And if you can get to 


` 


Honda City: Practical and affordable 
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office without getting a six-figure 
dent on the side of your car, you 
should ensure that you have a 
parking slot. Which will not be 
easy, given that you can park two 
small cars in the space of one of 
these monsters. If you do decide 
to go shopping on the weekend 

or out for a movie, then 
you'll just be going 
around in circles 


2005 





you rarely need to use the horn in 
slow-moving traffic, because the 
looks itself would scare cars and 
two-wheelers away. 

In the space wars, the Tucson 
acquits itself well, easily fitting in a 
family and their luggage, it’s the 
same size (more or less) as a Honda 
CR-V. So in case you decide to take 
the car up to the hills for a short 
break, the kids and all the luggage 
will fit inside very easily, and 
thanks to the tremendous torque of 
the engine, even the most fear- 
some incline is not a problem. 

But Tucson isn't the biggest 
boy in town, its bigger brother, 
the Terracan and the Suzuki Grand 
Vitara would put even some small 
Swaraj Mazda trucks to shame. 
Then, big means parking is a prob- 
lem and these aren't exactly the 
most environment-friendly pieces 
of metal around. 


- 
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Games 


People Play 


Thought gaming was just about playing Snake on your mobile phone 
or becoming an office champion at Solitaire? Think again. Gaming is 
bigger, and more complex, than ever before. BY KUSHAN MITRA 


HE $35-BILLION (RS 

1,54,000 crore) glo- 

bal gaming industry 

revels in making 

superheroes out of 

skinny young boys 
and ace terrorist hunters out of 
couch potatoes. Gaming, in fact, 
has actually been outgrossing 
Hollywood box office sales for the 
last few years. So much so that 
these days several Hollywood 
movies such as Star Wars and The 
Matrix have a game franchise tied in 
with the film, and several 
Hollywood blockbusters are movie 
versions of popular video games 
(Lara Croft's Tomb Raider being 
the most successful). 

Ace gamers play on some of the 
most advanced pieces of machinery 
around (liquid-cooled computer 
towers) and game consoles. The 
next generation of game consoles 
are pretty close in their computa- 
tional powers to some supercom- 
puters today. Sadly, gaming hasn't 
really taken off in India, simply 
because none of the major game 
console manufacturers or game title 
publishers sell directly in the country. 


VIVAN MEHRA 


A game console such as the Sony 
PlayStation (PS) 2 or Microsoft XBox 
costs around $250 (Rs 11,000), and 
manufacturers hardly make any 
money selling the hardware. The 
money is in the software, the games, 
which sell between $20 (Rs 880) 
and $50 (Rs 2,200) a piece, 
depending on the popularity and 
quality of the game. The problem 
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with games in India, much like 
other software products, is that 
pirated versions are available for 
as little as Rs 50 (average copycat 
titles sell for Rs 100). No wonder, 
marketers have little or no interest 
in selling the consoles directly, so 
the same dealers who sell the 
pirated games, also sell you grey 
market consoles (essentially 
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smuggled) for around Rs 12,500. 

With the sixth generation of 
gaming console—the Sony Ps3, 
Microsoft’s XBox 360 and the 
Nintendo Revolution—set to make 
their global debut later this year, 
there is a glimmer of hope that 
these consoles might finally come to 
India. With much better digital 
rights management (restricts the 
use of digital files in order to protect 
the interests of copyright holders), 
these sixth generation consoles and 
games will be much tougher to 
pirate. Sony, for example, plans 
to use the next generation of opti- 
cal-disc technology, the Blu-Ray 
Disc (BD) in its ps3. And it has 
already appointed Milestone to dis- 
tribute the ps2 in India. Here’s a 
dummies’ guide to the most hot- 
and-happening gaming consoles 
and games: 


The Sony PlayStation 3 
Sony stumbled into the gaming busi- 
ness only in the latter half of the 
1990s, thanks to the revolutionary 
Ken Kutaragi, also called the father 
of the ps. Today, the ps line con- 
tributes almost a quarter of Sony’s 
revenues, and nearly half its profits. 
The Ps3 will carry on the domi- 
nance of the market-leading Ps fran- 
chise, which has a 60 per cent share 
of the market with the current Ps2. 
In addition to using BD techno- 
logy (one single-layer BD can hold 
about 25 GB or over two hours of 
high-definition video plus audio), 
Sony will also use the new ‘Cell’ 
processor in the console, which 
the company has jointly developed 
with Motorola. This processor and 
its associated power will give the 
PS3 the ability to clock up to some 


1.8 teraflops (that is 1.8 trillion 
floating point operations, an indi- 
cation of the number of calcula- 
tions a processor can make every 
second), which would put the ps3 in 
the list of the top 50 super-com- 
puters globally, And it is expected to 
cost just under $400 (Rs 17,600). 


The Microsoft XBox 360 
You have to give it to Microsoft's 
Bill Gates, for he realised that Sony 
was getting away largely unchal- 
lenged in a burgeoning gaming mar- 
ket and, thus, was born Microsoft 
XBox in 2001. The world's most 
cash-rich company has sunk in bil- 
lions of dollars into the develop- 
ment of these consoles and was 
actually first off the block with sixth 
generation consoles, beating Sony's 
announcement by a week in May 
this year. The new Xbox 360 will 
be on shelves this winter as com- 
pared to the P53's expected sum- 
mer 2006 launch. 

Yet, the XBox 360 is beaten 
rather hollow by the new ps3 when 
it comes to the specs sheets. The 
Xbox 360 will use good old pvp 
technology that is barely capable 
of half the calculations of the ps3. 
But with killer titles such as Halo 
and Dead or Alive appearing only 
on the XBox, thanks to Microsoft's 
software prowess, it isn't out for 
the count yet. 


The Nintendo Revolution 

Nintendo, squeezed out by Sony 
and Microsoft out of most of the 
big console market, makes money 
from its mini consoles, the Game- 
boy range. Well, even a 15 per cent 
share of a huge market is good 
enough for Nintendo, which still 











76 BUSINESS TODAY INVESTMENT SPECIAL JULY-SEPTEMBER 2005 


Gaming has become so popular that, in a reversal of sorts, several 
Hollywood blockbusters have been based on popular games 





retains the edge in the market 
because of some very popular 
franchises like Super Mario Brothers 
and its small, but loyal, customer 
base, which has grown on Nintendo 
gaming. Nintendo also uses a 
mini-disc (which is smaller than a 
regular CD or a DVD in size) for its 
games and, therefore, enjoys higher 
margins on its consoles. 


Popular Games 

Games such as World of Warcraft, a 
massively multiplayer online role 
playing game (MMORPG), an online 
game allowing thousands of players 
to play collaboratively, are becoming 
extremely popular in China, Korea 


and Japan. In India, the prohibitive 
costs of developing local games 
(Rs 20-25 crore) and the threat of 
intellectual property theft have 
meant that few games have been 
developed to serve either the console 
or the personal computer (PC) mar- 
ket. And the few that have been 
developed seem like poor cousins of 
those developed by large game 
developers like Electronic Arts, 
Namco or Take-Two Interactive. 


EA Sports FIFA 
Football/Soccer 
Electronic Arts is one of the world's 
largest entertainment companies 
and FIFA Football/Soccer is one of 


the crime lord of the fictional city of 
San Andreas. 


Halo 2 


In this extremely popular pc/XBox 
title from Microsoft, you are one 
of the few human survivors in à 
strange part of the universe and you 
have to (along with your friends, if 
you wish) find your way out of an 
alien-filled environment. 


Tekken 5 

The Tekken game franchise by 
Namco is one of the most popular 
one-on-one game titles. No 
weapons allowed, but all the charac- 
ters have supercool moves. In the 


In India, gaming hasn't really taken off as none of the major 
game console manufacturers sells directly in the country 























their biggest titles. Approved 
by the Games Governing 
Council and several of the 
major professional leagues, it 
allows you to control your 
own team, buy and sell pla- 
yers, control strategy and play 
the game, and see the team 
win league cups, national 
championships and interna- 
tional titles. 


Grand Theft Auto: 
San Andreas 


This game recently made 
news for the wrong reason, 
when a pornographic insert 
was found in it. But it still 
remains one the world's 
most popular game titles, 
grossing over $250 million 
(Rs 1,100 crore) last year. 
In the game's violent 
world, your job is to navi- 
gate the lead character 
through difficult missions 
(not die in the process), 
earn money and become 
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single-player format, you have to fin- 
ish the game to unlock special features 
like more characters and new stages. 
If you want to play with the metallic 
stuff (weapons), try out Namco's 
Soul Calibur 2 (the third version is 
coming out soon) or Hitman 2, à 
one-player game with guns. 


Need for Speed: 
Underground 2 

This is the latest iteration of the 
extremely popular NFS racing fran- 
chise by Electronic Arts. In Under- 
ground 2, you have to get to the 
top of the illegal underground 
racing scene by winning show- 
downs, modifying your ride and 
having good hand-eye control. It 
also has one of the best music tracks 
any game can boast. 


The Sims 2 

Ever wanted to play God? This game, 
which along with its first version is the 
most-selling game franchise ever, 
allows total control over the lives of 
the people in the game. 
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Employee No More 


Becoming a consultant is more about tax savings than job security. 


The paperwork, though, can be daunting. BY AMANPREET SINGH 


OU ARE AN EMPLOYEE WITH A BIG PRIVATE OR 
Y foreign company. Your taxable income is over 
Rs 2.5 lakh, which means you're assessed at 
the highest income tax bracket of 30 per cent, and 
the same is deducted at source by your employer, 
after adjusting for standard deduction, mandatory 
provident fund contribution and tax-exempt savings, 
if any. With fringe benefit tax (FBT) now becoming 
applicable on perks like a company-provided car, 
house, telephone and travel, ever thought of 
becoming a consultant to save on all that tax? 

Well, becoming a consultant, first and foremost, 
means that you cease to be an employee of the 
company. So you give away all the benefits, in terms of 
medical/accident insurance, superannuation and gratuity 
contributions. If that's not too big a thing for you to let 
go, there are huge monetary benefits that you can 
reap by becoming a consultant. And it will also help if 
you're not one of those paranoid about security that 
supposedly comes with being in a job as an employee. 
"In India, a lot of people look at consultants as not 
really belonging to the company," says Ajay Kumar, 
Executive Director, PricewaterhouseCoopers (PwC). 

As a consultant, you can work for more than one 
company depending on how you negotiate with 
your existing company. And if you're in one of 
those professions where you are not required to be 
at work all the time, so much the better. Being 
open to a consultant's job also opens a lot of doors, 
for sometimes lot of companies do need your exper- 
tise, but because of certain issues of age, office 
space and policy on no-new hires, they can't accom- 
modate you as a full-time employee. And even if you 
intend working as intensely as an employee with just 
your existing company, spending 12 hours-plus in 
an office, you can still gain on the tax front by 
becoming a consultant. 

A consultant's monthly take home is much higher as 
the company deducts just 5.61 per cent as TDs, with the 
onus of paying income tax on the consultant. The 
good thing is that the money is in your control and as 
a consultant, you're entitled to show legitimate business 
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costs of rendering professional services while paying 
income tax. Expenses related to travel, telecommuni- 
cations, business development, even depreciation on 
articles such as a computer and a cellphone can help 
save on tax. Moreover, losses from any other business 
that you run are also allowed to be offset against the 
consultancy income, further reducing your tax burden, 
something that’s not possible for an employee. 

But all these tax savings come with huge 
administrative responsibilities like detailed paperwork 
and umpteen visits to the tax office. As a consultant, you 
have to pay three advance tax instalments every 
financial year, first (30 per cent of yearly tax obligation) 
by September 15, second (30 per cent again) by 
December 15 and the last (the balance 40 per cent) by 
March 15. A consultant who earns more than Rs 10 





| As a consultant, your take home is 
much higher as the company 
deducts only 5.6 per cent as TDS 





lakh per annum also needs to maintain audited books 
of accounts, and these have to be filed with the tax 
authorities. Then, you have to struggle to get through 
the fine print of a plethora of withholding taxes, 
applicable for using the home premises as an office, a 
single transporter, and the like. “All this means you have 
to learn to manage the tax authorities, who will 
scrutinise your books more closely,” says rwC's Kumar. 

If the FBT has been the bane for both employer 
and employee, this is where becoming a consultant 
is most beneficial. For neither the company nor 
the consultant pays FBT on the latter's bills related to 
travel and entertainment. 

Turning a consultant is also a good option for 
some working women, who may find the flexibility of 
the profession attractive—while not exiting the job 
market altogether—when they need to take a break dur- 
ing pregnancy and a child's formative years. f 
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In A HUF 


You've wondered what exactly a Hindu Undivided Family is, and 
what its status is in matters of taxation, but didn’t know who to 
ask? Here is a primer. BY AMANPREET SINGH 


NDER THE INCOME TAX (IT) ACT, A HINDU 

undivided family (HUF) is treated as a separate 

entity for the purpose of assessment, though the 
term HUF has not been defined under the IT act. 
However, the expression is defined under various 
Hindu laws as a family, which consists of all persons 
lineally descended from a common ancestor and 
includes wives and unmarried daughters. 

Everybody in a family can be a member of the 
HUF, with a minimum of two members needed to 
create one. The male members of the family are 
called coparceners, while the women are just mem- 
bers. The senior-most male member of the family is 
called the Karta. Unrelated persons cannot form a 
HUF for tax saving purposes. 

Membership to a HUF does not arise from a contract, 


HUF is taxed as an entity separate 


from individuals. The tax rates are | 


applied on the total income | 


1 


but from status. “It’s a natural creation, you have to be 
born in a Hindu family," says Ved Jain, Chairman 
(Fiscal Laws Committee), the Institute of Chartered 
Accountants of India (ICA). However, Buddhists, Jains 
and Sikhs are also regarded as ‘Hindus’ for tax purposes 
and can create an HUF. 

“Even when people are born into Hindu families, 
their property is usually held individually. It is the 
property held jointly that can help in tax savings," 
explains Nikhil Bhatia, Partner, BSR & Company, the tax 
arm of KPMG, It follows from the traditional school of 
thought that everybody should partake of ancestral 
property. The concept of a HUF adheres to the Hindu 
Personal Law and is divided into two schools of 
thought. The Mitakshara governs almost all of India, 
while Dayabhanga is restricted to West Bengal. 

A Hindu family can also create a new HUF by 
acquiring property in a number of ways. “It has to be 


understood that HUF tax benefits are only for unearned 
income,” explains ICAI’s Jain. A gift meant for the 
entire family, an inheritance, partition of a larger HUF, 
reunion of separated coparceners, joining individual 
property to the family’s corpus and becoming a 
co-worker for the benefit of the HUF, are some of the 
ways to create a new HUF for tax-benefit purposes. 

For tax purposes, a HUF is taxed as an entity separate 
from individuals. The tax rates that are applicable are 
the same that apply to individual income and are 
applied on total income. For example, if the income 
from your salary is Rs 5 lakh and income from property 
Rs 3 lakh, you have to pay a tax of Rs 1.90 lakh on a 
total income of Rs 8 lakh. Now if you are part of an 
HUF, you have to pay Rs 1 lakh tax on your Rs 5 lakh 
salary and Rs 40,000 on the Rs 3 lakh from the 
unearned income from a HUF property, which adds up 
to Rs 1.4 lakh. So as part of an HUF, a person with 
unearned income gets to save Rs 50,000 in taxes. 

“For people with huge unearned income, the HUF 
offers a different taxable entity,” says BSR’s Bhatia. So 
what is taxable under an HUF? Income from investment 
of HUF funds, the utilisation of HUF assets, returns on HUF 
fund contributions in a firm and speculative profits are 
all incomes that can be claimed as HUF income for 
tax purposes. And HUF corpus can be boosted by bor- 
rowing in the HUF name specifically, for any investments 
and accruing rewards also help in tax rebates. 

All investments can be transferred to the HUF fund 
and can then be invested in tax-free instruments, such 
as RBI bonds and National Saving Certificates, creating 
another source, which is not taxable. “The after-effects 
of a joint corpus are highly avoidable,” cautions 
Bhatia. And just why? HUFs were once the rage because 
the rr rate was high and there was also a wealth tax of 
5 per cent, which has now comes down to 1 per 
cent. So, families prefer to divide the property. 
Moreover, succession laws have also changed in favour 
of women. Earlier, only the male members could call 
for the partition of a HUF, but now in some states 
such as Maharashtra, even women members can seek 
a partition and get their share of the property. Em 
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How to Compute Income Tax 


Applicable For Assessment Year 2006-07, 
Financial Year 2005-06 


(A) 


Income From Salary 
Basic Salary 

Add: Taxable Allowances 
Add: Fees, Commission, 
Perquisites 

Add: Gratuity 

Add: Leave Encashment 
Add: Pension (Excluding 
Family Pension) 


Gross Salary 

Less: Standard Deduction 
Less: Entertainment 
Allowance (Govt 
employees only) 

Less: Professional Tax 


Slab Rates For Calculating Tax* 
Up to Rs 1,00,000** 


(B) 


Income From House 
Gross Annual Value 
Less: Municipal Taxes (If 
paid by owner) 


Net Annual Value 
Less: 30% of Net 
Annual Value 

Less: Interest on 
Borrowed Capital 






— 


(G) 


Deductions Available From Gross Total Income 
[Investments u/s 80C, (up to Rs 1,00,000), Mediclaim u/s 80D, Contribution to Pension Fund u/s 80CCC, Contribution to Pension Scheme of Central 
Government u/s 80CCD, Medical Insurance Premium Paid u/s 80D, Repayment of Loan Taken For Education u/s 80E, Donation u/s 806, Payment of 
Rent u/s 80GG, Interest on Securities u/s 80L, Person with Disability u/s 80U] 


Above Rs 1,00,000, but not excee 


Above Rs 1,50,000, b 


jut not exceeding 


Rs 2,50,000 


Ircharge on income over 


Women below the age of 65 years** 


Education cess (on total tax liability) 


Source: INMACS Management Services Limited 


Add: Inadmissible 
Expenses 

Less: Income credited to 
P&L a/c but not chargeable 
under Section 28 

Add: Income not credited 
to P&L a/c but taxable as 
business income 


(F) 


Gross Total Income 
(A+B+C+D+E) 


Rs 1,50,000 
Rs 2,50,000 


Rs 10,00,000 


Rs 1,35,000 
Rs 1,85,000 
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reinvestment of the Gain 
(Long-term capital gain 
on shares and securities 
is exempt) 








Tax on 








(0) 


Total Income* 


(Including Surcharge and Education Cess) 
oS SE Ses See 
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INCOME TAX 


Tax Savings Above Rs 1 lakh 


Apart from investments under Sections 80C, 80CCC and 
80CCD, which have a limit of Rs 1 lakh, there are other 

payments too that can be deducted from your gross total 
income to lower the total taxable income. A guide: 


Payment/deduction for 









" Medical insurance premium 
paid by cheque 
Any amount spent on maintenance, including 


. medical treatment of a dependent who has a 
. disability. Even if a small amount is spent, 


. deduction is allowed up to the full deductible limit 


~ Expenditure incurred on self or any 
. dependent for medical treatment of a 
specified disease or ailment 
_ Interest paid on loan for higher 
education 
nations given to certain funds and charitable. 
institutions within applicable limits 
` Payment of house rent (for self use) for 
| individuals not earning an HRA. The 
accommodation should not be owned 
by the individual or spouse. Other 
conditions also apply 
Donations given for scientific research or 
. rural development 
. Contribution given to any political party 
: Profits and gains from certain industrial 
. undertakings (Applicable for assessees 
É having income under the business head) 
` Deduction allowed on royalty income 
of authors of certain books other 
| than text books 
) ion allowed on royalty on patents 
received by individuals 
_ Any resident individual with 
- disability/severe disability. No proof 
of amount spent is required. Deduction 
. is allowed for the full amount 


| Source: INMACS Management Services Limited 


^ 





TIYTS 





Deduction limit 
(per annum) 


Up to Rs 10,000; 

For senior citizens, up to 

Rs 15,000 

For disability, Rs 50,000 

For severe disability,Rs 75,000 


Up to Rs 40,000; 

For senior citizens, up to 
Rs 60,000 

No upper limit 


100% or 50%, subject 

to certain conditions 

Up to a maximum of Rs 20,000 
per month 


100% of the donation given 


100% of the contribution given 
Predetermined percentages 
of the profit of the undertaking 


Up to Rs 3 lakh 


Up to Rs 3 lakh 


For disability, standard deduction 
of Rs 50,000 

For severe disability, standard 
deduction of Rs 75,000 
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Relevant 
section under 
Income Tax Act 


80D 


80DD 


80DDB 
80E 


80G 


80GG 
80GGA 
80GGC 
80-1,80-1A, 
80-IB,80-1C 
80JJA 
80QQB 


80RRB 


80U 
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Property Prices & 
Rentals in Five Cities 























































































































RENTAL VALUE RENTAL VALUE CAPITAL VALUE 
LOCATION Independent, Apartment Independent House 

3-5 Bedroom House 2,200 sq. ft to 

(Rs/ Month) 2,400 sq. ft (Rs/ Month) Rs/ sq. yard) 
ANAND LOK, NITI BAGH, PANCHSHEEL SDA* ^ 1,000000-L25,000 60000-80000 | 90000-20000 — 7,000-11,000 
ANAND NIKETAN, VASANT VIHAR ——- 1,25,000-2,50,000  80,000-1,35,000 | 1,20000-1,50,000 9,000-13,000 
AURANGZEB ROAD, PRITHVIRAJ ROAD —- 3,00,000-4,00,000 _1,50,000-2,00,000 — | 80,000-1,10,000 14000-18000 
CHANAKYAPURL 2,25,000-3,00,000 — 1,10,000-1,60,000 | _1,35,000-1,80,000 14,000-18,000 
FARMHOUSES ——— y p E 17500050000 - — OF Pee 
FRIENDS COLONY, MAHARANIBAGH = 1,00,000-1,75,000 —60,000-80,000 | 70,000-90000 —— 5,000-9,000- 
GOLF LINKS, JOR BAGH & SUNDER NAGAR — 2,00,000-3,00,000 —1,10,000-1,60,000 — | _1,50,000-1,80,000 14,000-18,000 
GREATER KAILASH | & Il, SOUTH EXTENSION — — — 75000-1,00000 _- 40,000-60,000 | 60,000-85,000  4,000-7,000 $ 
GURGAON - adu - 50,000-100,000 ^ 20,000-30,000 | 20000-30000 -1,800-4,200 
SHANTI NIKETAN, WESTEND 2,00,000-3,00,000 — 1,10,000-1,60,000 1,20,000-1,70,000 12,000-15,000 
AIRPORTROAD,DOMLUR — 30,000-75000 ^ — 35000-50000 | 1500-2100 — — 1500-2000 
BANNERGHATTA ROAD, JAYANAGAR, J.P.NAGAR  25,000-50,000  20,000-35,000 | 1600-4500 — 1400-2500. 
BASAVESWARANAGAR, MALLESHWARAM, RAJAJINAGAR 15,000-40,000 — 10,000-18000 | 1,200-1,700 1,250-1,750 
BENSON TOWN, COOKE TOWN, COX TOWN, FRAZER TOWN 35,000-75,000 ^ 20,000-80,000 1800-2000 2,000-3,000 
BRUNTON ROAD, M.G.ROAD, LAVELLE ROAD 45,000-1,00,000  25,000-75,000 2,500-6,000 2,500-4,000 $ 
ULSOOR, ITTAL MALLYA ROAD be: eter: Ko iv T d . 4 
CUNNINGHAM ROAD  30,000-1,00,000 — 35000-70000 — | 2000-3500 ^ — 2500-3500 
DOLLAR COLONY, SADASHIVNAGAR, RMV EXTENSION — 50,000-200,000 — 35000-00000 — | 2,500-5000 — — 2000-3500 
HAL 1ST/2ND/3RD STAGE, INDIRANAGAR ——- 30,000-1,00,000 ^ 20,000-50,000 | 1,400-3,000 1,500-3,500 
HSR LAYOUT, SARJAPUR ROAD — — — — — 25000-35000 _15,000-25,000 | 1,000-1,500 1,800-2,000 
KORAMANGALA - 35,000-1,50,000 —— 30,000-80,000 | 1,600-3,500 1,800-2,800 
KUMARAPARK, PALACE GUTTAHALLI —— 20,000-50,000  15,000-30,000 — | 1,200-1,500 1,500-2,000 
LANGFORD TOWN, RESIDENCY ROAD, 30,000-1,00,000 ^ —20,000-55,000 2,000-4,000 2,000-3,500 
RICHMOND ROAD, VICTORIA LAYOUT fee, 
SHANTINAGAR, WILSON GARDEN 20,000-30,000 ^ 15,000-25,000 | 1,500-2,000 1,500-1,900 
WHITEFIELD 45,000-1,00,000 ^ 25,000-65,000 1,800-2,000 1,800-2,500 ? 


Source: CB Richard Ellis  * Safdarjung Development Area 
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LOCATION Independent House 




























































































































































































































































3-5 Bedroom House 
Rs. / Month) 
15,000-20,000 1,200-1,500 
BANJARA HILLS, JUBILEE HILLS 30,000-75,000+ — 25,000-35,000-- 10,000-35,000 1,800-2,500 
i BEGUMPET 25000-35000 — — 15,000-25,000 | 1500025000 — 1500-2000 
` HIMAYATHNAGAR 20000-25000 —  12,000-17,000 | 15000-25000 1,400-1,600 
MADHAPUR, KONDAPUR 15000-25000 —— 15000-25000 | 8000-15000 1,500-2,000 
MARREDPALLY,PICKET, VIKRAMPURI 15,000-25,000 ^ 10,000-15,000 10,000-15,000 1,200-1,500 
PUNJAGUTTA, SOMAJIGUDA 18000-25000  15,000-20,000 15,000-25,000 — 1,500-1,800 
SRINAGAR COLONY 20,000-30,000 ^ — 15,000-25,000 10,000-25,000 1,400-1,800 
ALTAMOUNT ROAD 1,25,000-2,50,000 15000-15000 ===" A 
BANDRA 1,000,00-2,50,000 6,000-10,000 SE 
CUFFE PARADE 1,50,000-3,00000 | - 1500027000 - et T 
MALABAR HILL 1,50,000-2,50,000 15,000-18,000 PLU 
i NEPEANSEA ROAD i .. 1,50000-300000 — |. 
PEDDER ROAD 1,00,000-2,50,000 15,000-18,000 
POWAI 75,000-1,000,00 .. 3,500-5,000 
PRABHADEVI 100000200000 | — -  6,000-9,000 
WORLI 1,000,00-2,50,000 8,000-12,000 
ADYAR ~ 25000-40000  10,000-20,000 | 20,000-25,000 1,700-2,200 - 
ANNA NAGAR 25000-35000  10,000-20,000 | 16,000-25,000 1,500-2,100 
BESANT NAGAR —- 25,000-40,000  10,000-20,000 | 22000-25000 2,000-2,200 
1 BOAT CLUB AREA 75,000-1,25,000 — 50,000-60000 — — | 30,000-40000 — 3000-3500 — 
EGMORE 45,000-60,000 — 15000-40000 | 20000-35000 1,800-3,200 
HARRINGTON ROAD — 40,000-65,000  25,000-40,000 | 20,000-27,000 ^ 1,800-2,500 
KILPAUK 25000-40000 ——  15,000-20,000 | 1900024000 — 1,002,100 
KOTTURPURAM 35000-50000 —— 15000-30000 | 15000-25000 — 1500-2200 
MYLAPORE 25000-45000 — — 15,000-20,000 20,000-24,000 1,800-2,200 
POES GARDEN 70,000-1,25,000 —— 20,000-40,000 25000-35000 — 2,200-3,000 
RA PURAM  40,000-75,000 —— 23,000-35,000 20,000-27,000 1,800-2,400 
T.NAGAR 25,000-45,000 —  10,000-20,000 20,000-29,000 1,800-2,500 
THIRUVANMIYUR 17,000-35,000 ^ 10,000-15,000 13,000-22000 ^ 1,200-2,000 
e VALMIKL NAGAR  25,000-40,000  10,000-20,000 17,000-22,000 1,600-2,000 















VELACHERY 15,000-20,000 7,000-10,000 10,000-15,000 9,000-1,500 
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TOP 10 GAINERS (BSE) TOP 10 LOSERS (BSE) 

COMPANY NAME OPENING CLOSING %CHANGE COMPANY NAME OPENING CLOSING % CHANGE 
KSL&Inds. — 84.82 65143 667.98 Ruchi Infrastructure. 403.6 20.65 -94.88 
IOL Broadband ce 425b — JI 634.66. Kanika Infocom Global 424 1.16 -72.64 
Gujarat Terce Laboratories — — 4.15 21.15 568.67 Radhe Developers (India) - 1605 6.62 -58.75 
Assam Co. l a L 2839 475.28 Kanishk Steel Inds AS, 57.95 245 -57.72 
Anant Raj Inds. — — a: 4a — $35 435.06 Doctors Biotech India 682 3.24 -52.49 
Kemp & Co. a 8 0h38. — 29815 " 42138 Teledata Informatics —— 92.5 25.15. -52.1 
Millennium Cybertech 235 118.8 405.53 Mittal Securities Finance 8.57 4.35 -49.24 
Tripex Overseas . In “4S mia Shree Mahaganga Sugar Mills — 3.13 17 -45.17 
SGNTelecoms — 1 1 02 X  à093 376.92, Lloyds Metals & Engineers — 47.35 BI -45.72_ 
RFL International . .253 «10.99 334.39 Ispat Industries — 29.6 17.4 -41.22 
Source: Centre for Monitoring Indian Economy; for April 1, 2005 to June 30, 2005 Source: Centre for Monitoring Indian Economy; for April 1, 2005 to June 30, 2005 





















































INFLATION CURRENCIES 
481 75.60 75.62 
43.46 43.47 i i $ 
ge = 5 
CREDIT CARD PRIMER 
NAME OF THE CARD FREE CREDIT — INTEREST RATE ANNUAL PERSONAL MAXIMUM LIMIT — PURCHASE 
DAYS (PER MONTH) FEE (Rs) INSURANCE ON CARD INSURANCE ? 
(Rs) AMOUNT (Rs) 

Amex Blue Card 52 Days 2.95 995 Accident Insurance NAL 50,000 
Amex Gold Card 52 Days — 279 — 2000 Accident Insurance — — NA be 50,000 
Citibank Gold Card 50 Days — 295  — 2000 Air Accident Insurance — 3lakh — ž 50,000 
Citibank Platinum Card _50 Days 295 . . 28 _Airand Road Accident — 6lakh — 1 lakh 
Citibank Ultima Card — 50Days 295 50,000 Air and Road Accident — 25lakh . lakh 
HSBC Classic Card 48 Days 2.95 700 — Accident & Non-Acc. 50,000 - 30,000 
HSBC Gold Card _ 48 Days. 295 2000 Accident & Non-Acc. NA DS 50,000 
ICICI True Blue  B0Das 250 NES SA Accident Insurance —  1lakh Lt 20,000 
SBI Gold Card 50 Days 2.75 1,653 Air and Road Accident 3 lakh 50,000 " 


Source: BT Estimates 


 — Ut 
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Common Man, 
. Uncommon Gains 


Vivek Jhavar, a businessman and an aggressive investor, has 
seen his mutual fund portfolio appreciate almost 75 per cent 


in the last one year. What's his little secret? 


BY SUPRIYA SHRINATE 


N THE SPRAWLING DRAWING 

room of his Sainik Farm 

house in New Delhi, Vivek 

Jhavar talks animatedly on 

the subject that pumps up 

his adrenalin like nothing 
else, managing his family invest- 
ments. For, ever since the 34- 
year-old passed out of the 
International Management 
Institute (IM), New Delhi, after 
finishing his MBA and joined the 
Rs 15-crore family business of 
automotive parts manufacturing 
(Usha Fabcasts), Jhavar has been 
hands-on with the family invest- 
ments across equity, mutual funds 
(MEFs), debt and real estate. 

An aggressive investor, Jhavar 
deals in equity himself, with the 
rest of his portfolio being managed 
by icici Prudential's portfolio 
management service. And he 
speaks like a mature investor: “I 
don't believe in putting all eggs 
in one basket." To diversify his 
portfolio of investments, Jhavar 
has also started putting money in 
real estate, primarily in new cons- 
truction projects, such as those 


from Unitech, Parsvnath and Vipul 
Orchid, who are active in and 
around New Delhi and the 
National Capital Region. 

But for all his investments, 
Jhavar is most bullish on Mrs, with 
good reason. He invested Rs 25 
lakh in five Mrs (Rs 5 lakh each) 
just about a year ago. Today, his 
MF corpus has appreciated by over 
75 per cent, with the net asset 
value (NAV) at Rs 44 lakh. And he 
would ideally like to up his port- 
folio exposure on MFs substantially 
this year. *My mutual funds have 
outperformed the portfolio 


JHAVAR'S STERLING 
MUTUAL FUND 
PORTFOLIO 


e Reliance Growth Fund 


e Reliance Equities 
Opportunities Fund 


e Reliance Vision Fund 
e DSP Merrill Lynch 
e HDFC Growth Fund 
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management services' portfolio; 
therefore, it makes sense to put 
more money here," says the clued- 
in businessman who manages to 
find time regularly, almost on a 
day-to-day basis, to track compa- 
nies and funds he has invested in. 

Eager to know what Jhavar's 
sterling Mr portfolio looks like? 
Well, he is pretty bullish on all 
Reliance Mrs. He invested Rs 5 
lakh each in the Reliance Equities 
Opportunities Fund, Reliance 
Growth Fund and Reliance Vision 
Fund in February-March this year, 
based on their performance over 
the last five years. However, he 
notes that the Reliance Equities 
Opportunities Fund, launched in 
March 2005 with a Rs 1,774-crore 
corpus, will need to work hard to 
meet the expectations of the 
investors that have been built up 
by other Reliance funds. *Reliance 
Growth is an excellent fund with 
excellent picks, and it has radi- 
cally changed from what it use to 
be initially. So today it is even far 
less risky," says Dhirendra Kumar, 
Managing Director, Value 
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VIVEK | 
JHAVAR 


(SECOND FROM RIGHT) PARTNER, 


USHA FABCASTS 


Research Online. 

Some of the stocks that 
Reliance Growth—which has 
gained over 94 per cent last year— 
has invested in are State Bank of 
India, Kirloskar Brothers and Jindal 
Saw. Reliance Vision, a large capi- 
tal fund with mid-caps constituting 
a third of its portfolio, has also 
seen its NAV go up by as much as 
65 per cent in the last one year. 

The other MF that Jhavar has 
invested in is DsP Merrill Lynch 
Opportunity Fund, which has 
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P" My mutual funds) "aem ied figs 
agement services’ portfolio; 
therefore, it makes sense to put more money here” 


done especially well in the last 
two years and has a fairly well 
diversified, quality portfolio, which 
includes companies like sBi, 
Infosys, and Oil and Natural Gas 
Corporation. 

The fifth jewel in Jhavar's Mt 
crown is HDFC Growth Fund, 
which, much like the psp Merrill 
Lynch one, registered 56 per cent 
returns last year. The only thing 
Jhavar regrets is missing out on SBI 
Tax Gainer, which appreciated 
by a whopping 165 per cent last 
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year. “Being a (fund from a) pub- 
lic sector bank I was a little wary 
of touching it,” he says, although 
he follows it keenly now. Being an 
aggressive investor, Jhavar 
obviously prefers growth funds 
to balanced or income-led ones. 
Though happy with the booming 
markets, he expects a long-over- 
due correction soon. “In very 
many cases, the valuation is over- 
stressed and so one just needs to 
be more careful while investing,” 
he signs off. 
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GUEST COLUMN 


| B Ved Prakash Chaturvedi 
Managing Director/ Tata Mutual Fund 


A Country Of 
‘Financial Illiterates? 











| E READ SO MUCH ABOUT THE LOW LITERACY LEVELS IN OUR COUNTRY. 

| Similar concerns should also be expressed for the low level of financial 

| literacy even among our highly-educated elite. It’s sad that an average 

| Indian household today spends more time on selection of apparel 

| than on proper analysis and deployment of their savings. Perhaps, this 

anomaly is because of the fact that anything related to finance is looked upon as being 

extremely complex and hence there is a rush for the lowest common denominator, or in other 

words, the safest and the no-brainer investment, which often ends up being a bank deposit. 

^ While analysing and deciding on alternatives for long-term financial savings may look 

formidable and confusing at the outset, actually it is a very simple process once broken 
down into its components. 

Unless investors have enough time to spend on analysis of companies and proper fun- 
damental research, the best advice to them would be avoid directly investing in equities 
of companies. An investor is well advised first to decide what mix of debt and equity assets 
| she wants before deciding to invest either in debt- or equity-oriented assets. A good thumb 
| rule for the investor is to invest 80 minus her age in equity assets and the remaining in debt- 
| oriented assets. This, everyone should remember. 
| Often investors want to view equities as a get-rich-quick and get-rich-overnight 
kind of option and avenue. This is exactly what equity investing is not. Typical, successful 
equity investors (the global example of Warren Buffett is often quoted here) are ones who 
have held on to their investments over long periods of time to reap the benefits of com- 
pounded growth in earnings. Another important rule for investing in equities is to invest 
| only that part of your savings which you can spare for at least five years, only that part 

where temporary losses will not affect your peace of mind and only that part which even 
| in an emergency you will not need at a short notice. 
Often, we view professional consultants with some amount of doubt. However, we have 
a large body of trained financial advisers, many of whom are certified by the Association 
of Mutual Funds of India and can provide quality financial advice. Alternatively, an 
investor can be advised to invest in a mutual fund all of whom are professionally managed 
| by qualified fund managers. Above all, investors should go in for a systematic investing, that 
involves transferring a fixed amount from your savings every month into a chosen equity 
fund, thus ensuring that you average out the ups and downs in the market and do not take 
the risk of investing all your savings at one go. If practiced with discipline over a long period 
of time, global experience shows that this easy and convenient approach minimises risk, 
yet optimises long-term (equity market) benefits. — Em 
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ESAE] MONEY ANDME — 
. [Am Not A Spendthrift 


His humble beginnings mean Raman Roy, ex-CEO, Wipro 
Spectramind, appreciates the value of money. 





EX-CEO, 
WIPRO SPECTRAMIND 


COME FROM A HUMBLE BACKGROUND, WITH SALARIED 
i parents, where money was a constraint. I can 

clearly remember that the last five days of the 
month were a drag, with the food on the table varying 
(in quality) from the first week of the month to the last. 
Today, my first priority is my family. 

My requirements from life are quite simple. I want 
a decent lifestyle, not a lavish one and I make sure that 
everybody in my family understands the value of 
money. I am not a spendthrift; in fact, I don't like 
spending money. My wife likes art, but I can't see 
something so expensive just hanging on the wall. 
However, I am an early adopter when it comes to 
food and gizmos. The iPod is one of the greatest things 
to have happened to me. I bought it for my daughter 
but ended up using it myself. Another extravagance, 
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nt lifes le, not a lavish one and I 
make sure that everybody in my family 
understands the value of money” 
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which I see as essential, is family vacations. I take it as 
part of (my kids’) informal education—learning about 
different cultures, places and cuisine. 

I ensure that my children don't treat affordability 
as a criterion for purchase. If they are given a cer- 
tain amount of money in a day, they have to come 
back and give me an account of their purchase. 
We don't talk about money at home; now it is just 
ingrained. My daughters go to a school where chil- 
dren give out video games as birthday gifts. I have 
to keep my kids grounded. 

I hope to continue working for as long as possible. 
At 47, retirement still seems a long way off. I am 
averse to taking risks, and I use an investment expert to 
put all my money in a balanced mutual fund. 

AS TOLD TO AMANPREET SINGH 


VUHAN NVAIA 


HSBC Investments 





LITTLE DROPS OF WATER MAKE THE MIGHTY OCEAN 


Allow us to present our Systematic Investment Plan (SIP), which lets you invest as It 
A discipline that could turn a tiny drop into a mighty portfolio. Start investing tc 





as Rs1,000/-* every month 


in our various funds” 





HSBC Mutual Fund 


b www hsbeinvestments.co.in H S BI <> 
> sms INVEST to 7333 





Issued by HSBC Asset Management (India) Private Limited 





For more information call: + Mumbai 5666 8819 + New Delhi 5149 0719 * Bangalore 2557 4444 | 0404 * Kolkata 2213 9919 + Chennai 5200 8719 * Pune 2t 128 
* Hyderabad $573 9805 / 06 * Gujarat Ahmedabad 98983 77319 | 21 * Vishakapatnam Andhra Pradesh 98496 77321 * Kerala 98954 77321 * Chandigarh 500 8 o 
write to us at hsbemffa hsbe.co.in 





*SIP is available in all our funds. You can open an account by putting in a minimum of 6 monthly cheques of Rs1000/- or a minimum of 2 Quarterly cheques of Rs3000 
in advance. Auto debit facility is also available in select cities. For details, contact us or your investment advisor 








Investors may obtain Offer Documents and Key Information Memorandums along with application forms from the office of HSBC Mutual Fund, 52/60 Mahatma Gandh 
Road, Fort, Mumbai 400 001. Tel: 022-2273 4343. Statutory Details: HSBC Mutual Fund has been set up as a trust bv HSBC Securities and Capital Markets (India 
Private Limited (liability restricted to the corpus of Rs! Lakh). The Sponsor / associates of the Sponsor/ Asset Management Company (AMC) are not responsible or 
liable for any loss or shortfall resulting from the operation of the Schemes The Trustees of HSBC Mutual Fund have appointed HSBC Asset Management (India) Private 
Limited as the Investment Manager. Risk Factors: All investments in mutual funds and securities are subject to market risks and the Net Asset Value (NAV) of the 
Scheme(s) may go up or down depending on the factors and forces affecting the securities markets. There can be no assurance that the objectives of the Scheme(s) will be 
achieved. Past performance of the Sponsor, AMC, Mutual Fund or any associates of the Sponsor/AMC does not indicate the future performance of the 5i heme(s) of the 
Mutual Fund. Terms of Issue: Units of the Scheme(s) are being offered at NAV based prices, subject to the prevailing loads. The AMC calculates and publishes N AV 

and offers for sale and redemption, units of the Scheme(s) on all Business Days, at the Applicable NAV. Load Structure for SIP: Where each installment of investment 
is Rs25 lakhs or below: Entry load of 1% in case of investments into HSBC Equity Fund / HSBC India Opportunities Fund / HSBC Midcap Equity Fund. Exit load of 
1.25% if such amount is redeemed / switched out of the Scheme within 2 years from the date of the relevant investment Where each installment of investment 1s more 
than Rs25 lakhs: Entry load of 2.25% on each investment. Exit load of 1.25% if such amount is redeemed / switched out of the Scheme within 2 years from the date of 
the relevant investment, Load in case of investments by Fund-of-Funds (FOF) Scheme: No load (entry/exit) will be charged by the Schemes of HSBC Mutual Fund 
under this Offer Document, on the investments made by Fund-of- Funds Schemes launched by mutual funds. The entry / exit load set forth above is subject to change at 
the discretion of the AMC and such changes shall be implemented prospectively. For load structures of our Schemes, kindly contact your nearest Investor Service Centre 
Please read the Offer Documents for details and risk factors before investing. CONTRACT.HSBC. 1394 











A technology facility 
of international standards in Bangalore 
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pie DE | © Ready for fit-out 


© 12,000 sft to 4 lakh+ sft 
(1,116 sqm to.37,200+ sqm) 


WHITEFIELD, NEXT TO ITPL 


Corporate Offices | Software Facility | BPO | BioTech Enterprise 


Also: Up to 1.8 million sft with built-to-suit option 


at our mega up-coming eni laves in North and East Bangalore 


Two of our completed projects 


OFTWARE FACILITY ON MG ROAD BRIGADE 40 NARE PARK, KANASHANKARL 


Corporate HQ 
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HP Smart Office 
Solutions 


LASER-QUALITY PRINTS @ Rz. T 
WITH HIGH VOLUME PRINTING. 
THE NEW HP BUSINESS INKJET 1000 PRINTER 





The new HP Business Inkjet 1000 Printer gives you excellent laser-quality black text prints at just 
Re.1 per page'. With the printing cost of a k text document usi kanttiarol 





SpencerLAB 


TESTED 


www.spencerlab.com SMART ADVICE > SMART TECHNOLOGY > SMART SUPPORT 


HP BUSINESS INKJET 
1000 PRINTER 


* Call: 3030 4499 (from Mobile) or 
Rs. 7,999 1600 425 4999 (from MTNL/BSNL line) 


Visit: www.hp.com/in 


E-mail: in.contact@hp.com 


Diai-a-cartridge: 3030 4499 or 1600 425 4999 "Est street price, taxes extra "Tests conducted by the independent research company, Spencertab Digtal Color Laboratory. showed the cost of ink when pnnting black text document with the high 
capacily individual ink cartridges. as used in the HP Business Inkjet 1000 printer, may be as much as 15% less than the cost of toner when pnnting with à black-and-white laser printer For more in! 


formation, go to www.spencerlab.com. This study 
was commissioned by HP. **Conditions apply. For details visit www hp.com/inipromotions ©2005 Hewlett-Packard Development Company. LP. 
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CATWALK THE POWER CORRIDORS. 
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ew think mega 


O 8MB Internal Dynamic Memory and 64MB Reduced Size MultiMediaCard 

© 65,536 Colour Display O Bluetooth! Wireless Technology and USB Connectivity 
O 4x Digital Zoom O Integrated Handsfree Speaker O Advanced XHTML? Browser 
O MMS?, Email, and Instant Messaging O Tri-band Coverage 


1 Bluetooth is à registered trademark of Bluetooth SIG, Inc. Devices need to support Bluetooth wireless technology. Nokia 7610 is compaary 
between the device and other product supporting Bluetooth wireless technology is not guaranteed and depends on compatibility For mor 
supporting Bluetooth wig anology. please check with the manufacturer, 2. GPRS, WAP, RSCSD, xHTML, email, data transter speeds a 
dependent. MMS, Presence-entianired Contacts, Chat and/or other related services are dependent on the network as well as on the compa’ 
WAP browsing and other related features in our products operate using TCP/IP technology and therefore will only be able to be used if supp 


CL ee Always insist on original Nokia India Warranty to safeguard against buying used. refurbished or tampered phone 
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From The Editor 


N 10 QUICK YEARS, HE HAS 
become the Indian private sec- 
tor's biggest player in the tele- 

coms market, with a 21-22 per 

cent share of the cellular sub- 
scribers' base and impressive prof- 
its. But Sunil Mittal, Chairman of 
the Bharti Group, is now casting 
his net wider. Even as its telecoms 
business grows (Bharti Tele- 
Ventures expects to be among the 
10 largest mobile telephony companies in the world by 
2008), Bharti is now venturing into new terrain. Off the 
mark are three new businesses—insurance and financial 
services, airport infrastructure creation and organised agri- 
culture. All three, Mittal says, are businesses that have the 
potential to be as big as the $2-billion (Rs 8,800-crore) 
plus Bharti Tele-Ventures. In our cover story, Executive 

Editor R. Sukumar, a longtime Bharti tracker, and 

Associate Editor Shailesh Dobhal find out what drives 

Mittal's new penchant for diversification and how he's 

planning to implement his new ventures. 

But not all the excitement has died out in telecoms. Ten 
years after the sector was first opened up to new, private 
players, the market has undergone many big changes: 
there have been regulatory and policy flip-flops; a price war 
that has driven tariffs to among the lowest (if not the 
lowest) in the world; and mixed fortunes for the several 
players who entered the fray. In an article accompanying 
our cover story, Assistant Editor Sahad P.V. looks at each 
of the players who entered India's telecoms sector and as- 
sesses how they fared: who won and who called it quits. 

The 10 companies that make it 
to the Business Today Cool 
Companies list are all hip and *with 
it’. One of them makes cute little 
cars that run on electricity. Another 
makes ad films, which, in turn, fi- 
nance its music and movies busi- 
ness, Yet another has a team of 
nerdy math experts who crunch 
out unusual keywords that can be 
a cheap way to link the websites of 
businesses or organisations on internet searches. But it’s 
not just the hip quotient that gets them on the Cool Co.'s 
list. Like last year, when we launched the first list, the sec- 
ond list too looks at scalability and profitability. You can’t 
just have a great idea; the business wrapped around it has 
to work as well. This year’s 10 come along with another 
list of four that nearly made it to the list. Plus, there’s an 
update of last year’s Cool Companies to see how they’re 
faring (incidentally, all of them are doing great!) 
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Your cover story Dotcoms That 
Clicked aptly summarises the 
decade-old growth of the internet 
baby into a full-grown mass comm- 
unication and information network. 
Let's hope that the telecom boom 
and cable internet takes the internet 
penetration to even higher levels. 


SUNITA MITTAL, through e-mail 


Why Blame Left? 

Apropos your Editorial Red Signal 
On Reforms (BT, September 11, 
2005), why blame the Left for 
derailing the investment proposals? 
And why sell any shares in a 


Thinking 


ofa 


Big Idea? 
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Internet Revolution 

Apropos your cover story Dotcoms 
That Clicked (Br, September 11, 
2005), the internet may be just 10 
years old, but now, life without it 
seems unsustainable. Between 1995 
and 2000, young, rr-savvy Indian 
entrepreneurs didn't hesitate from 
venturing into untested business 
environs. Those who perished left 
behind something for the new ex- 
plorers, like how they should go 
about chartering unknown seas. 
The few who succeeded set an ex- 
ample on how one can survive. 
R.K, SUDAN, through e-mail 


profitable psu? Instead of selling 
the stake in the psus, the bureau- 
cratic white elephant should be 
tamed and needless expenditure 
curtailed. psus are like *navaratnas' 
and hence, they should be encour- 
aged and made to face competi- 
tion, both domestic or foreign, on a 
level playing field. There is too 
much of interference from the gov- 
ernment in the running of PSUs. Any 
decision on Psus should be taken 
keeping in mind their best interests. 
D.B.N. MURTHY, through e-mail 


To Reform Or Not To! 

Your cover story Seven Dark Clouds 
Hanging Over the Great Indian 
Party (Br, September 11, 2005) is 
very apt. In 1991, the Centre could 
initiate reforms as P.V. Narasimha 
Rao, who led a weak government, 
was a wily politician. Reforms could 
go on during the times of (H.D. 
Deve) Gowda and (LK.) Gujral as 
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Harkishen Singh Surjeet, a friendly 
Leftist, was at the helm of affairs. 
But now, things have changed: 
Prakash Karat is no Surjeet and 
Manmohan Singh is no Rao. And in 
the face of political uncertainty, all 
the other things covered in this 
piece may lose relevance. 

G. VENKATARAMAN, through e-mail 


All's Not Well 

Apropos your cover story Rs 20,000 
Crore Down Tbe Drain (Br, August 
28, 2005), one should keep in mind 
both effectiveness as well as effi- 
ciency while planning for infra- 
structure activities. Effectiveness 
refers to doing the right things, 
whereas efficiency refers to doing 
things right. Today, disaster struck 
Mumbai, the country's largest city; 
tomorrow, it could be another city. 
Perhaps one that totally lacks in- 
frastructure facilities, unlike 
Mumbai. So, are we ready? 
CHANDRA SEKHAR BHADRA, through e-mail 
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SHOME BASU 


The New Conglomer: 


pv C.K. PRAHALAD, IT IS UNLIKELY THE MAN SAW 
his theory of core competence (propounded with 
fellow management guru Gary Hamel in the early 
1990s in an article titled Core Competence of the 
Corporation that appeared in Harvard Business Review) 
as some sort of commandment that companies all 
over the world needed to follow. That, though, is 
how the favourite buzz word of the 1990s is often seen 
in India, with analysts and journalists peppering CEOs 
of recently-diversified companies with questions on how 
the dots join together. Fact is, there is such a thing as 
core competence, but as a quick review of Indian busi- 
ness history over the past decade and international 
business history over the past 25 years will show: 
companies can have several core competencies; core 
competencies can and do evolve, even change and be 
copied; and a core competence that is relevant at a cer- 
tain point in time may be irrelevant at another. For in- 
stance, all through the 1990s, management experts 
waxed eloquent about Sony's core competence; minia- 
turisation, they called it. The consumer electronics 
major has its share of problems now, no one speaks of 
its expertise at miniaturisation, and the hottest consumer 
products company going is Apple (and its core com- 
petence seems to be the ability to create unique and 
easy-to-use interfaces, whether in software or hardware). 

Companies may also be unfair to themselves and their 
shareholders if they allow a restricted definition of core 
competence to come in the way of opportunities being 
thrown up by the environment. Organised retail is still in 
its infancy in India, and the opportunity to build an Indian 
Wal-Mart is out there. India is an under-insured country, 
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and any company that can take the concept to the 
masses will thrive. Agriculture has always been big busi- 
ness in India and could, if the government does what 
needs to be done, end up being Big Business. And op- 
portunities in infrastructure (read: ports, airports, power 
and the like) are just beginning to emerge (or just be- 
coming attractive). The ability to raise and manage cap- 
ital is key to the success of some of these businesses. That 
of managing the regulatory environment and working 
with a large number of partners key to the success of oth- 
ers. And reach or simply the ability to roll out operations 
quickly that in still others. Indian entrepreneurs, a hardy 
breed with an eye on the main chance have realised this. 
Over the next decade, the country will see the emergence 
of several new conglomerates. Some will be wildly suc- 
cessful, although their definition of core competence 
could leave Prahalad gasping. 


Leave ONGC Alone 


F INDEED OIL & NATURAL GAS CORPORATION'S (ONGC) 

Chairman Subir Raha has to quit on September 
21 (the day of the company's next AGM) over his 
differences with the petroleum ministry, it would be 
a sad way to begin the oil giant's golden jubilee year. 
Raha is opposed to the idea of the appointment of two 
new directors on ONGC's board by the Union gov- 
ernment (read: petroleum ministry), which has a 74 
per cent shareholding in the company. Not only 
does the government already have three directors 
on ONGC's 12-member board, one of the two addi- 
tional directors proposed is the Director-General of 
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Hydrocarbons, a regulator of the oil industry. Raha, 
who has been chairman for the past three years (his 
term ends in 2007) is of the opinion that there would 
be a conflict of interest if a director is on the board of 
a company that he regulates. We could not agree 
more. Consider a public sector bank that has the RBI 
governor on its board! 

The government's thinking behind such a pro- 
posal, which runs counter to any notion of good cor- 
porate governance, is not clear, leaving us to surmise 
that this must be yet another manner in which the 
ministry wants to increase its influence (or interference) 


CEO Tantrums 


S* FINE, STEVE BALLMER FORGOT MOMENTARILY THAT 
chairs are meant to be sat on and not thrown 
around like projectiles, and that saying “I’m going to 
f*****g kill Google" may be taken literally by a lilly-liv- 
ered nerd. Ballmer, CEO of Microsoft, isn’t the only one 
to go over the top once in a while. (For the record, 
Ballmer has called the recollections of his departing col- 
league, at whom this alleged outburst was aimed, an ex- 
aggeration.) There are CEOs, as much in India as else- 
where, whose passion for and commitment to their 
companies often get expressed in politically incorrect 
ways. But you know what? You can’t be ordinary and 
achieve extraordinary things. You have to be a little 
wonky up there to dream up great things, and then push 
people to achieve those things. 

Henry Ford, arguably the most important industri- 
alist of the 20th century, employed detectives to spy on 
his employees. Armand Hammer, CEO of the old 
Occidental Petroleum, insisted that his executives go 
around with a resgination letter in their pockets so that 
he could sack them whenever he wanted. Sunbeam CEO 
Al “Chainsaw” Dunlap sacked people first and asked 
questions later. In India, too, the CEO of a large rr 
company—otherwise a picture of gentlemanliness—is 
known to take resignations at his company personally. 
Another, a self-confessed Buddhist, has been seen slap- 
ping an office boy, while yet another—now de- 
parted—would routinely berate senior executives. 

Physical violence is where we clearly draw the 
line, but verbal bravado must not just be tolerated but 
allowed. Why? Often, what’s said in the heat of a mo- 
ment isn’t really meant (poor excuse, you say; human 
nature, say we). And where CEOs have made a habit of 
bluster, it's meant more for show—it's a marketing 
tool. Like Ballmer prancing around on a stage like a 
monkey at a Microsoft pep rally a few years ago. 
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in the running of the oil company, which incidentally, 
is managed rather well. Besides being ranked as the most 
profitable exploration and production (F&P) oil company 
in the world, ONGC is recognised as the most valuable 
Indian corporate by market capitalisation and has 
ranked as one of India Inc.'s highest value creators. 
Foisting on its board more government directors (in- 
cluding a regulator to boot!) could conceivably come in 
the way of such performance. It is unfortunate that at 
a time when government should be retreating from 
playing an active role in business, the petroleum min- 
istry is doing just the opposite. 








Oops! | did it again:Microsoft CEO Steve Ballmer 


Sometimes, such CEO behaviour serves as a counter-bal- 
ance to a more staid leader in the same organisation. 
Microsoft, once again, comes to mind. While Chief 
Architect Bill Gates may be a software whiz, he could 
never get a large audience of nerds dancing on their feet, 
like Ballmer did at the Microsoft do. 

Going back to our earlier point of how one can’t be 
ordinary and achieve extraordinary things, we are not 
for a moment suggesting that people like Henry Ford 
were spectacular successes because they were, at some 
level, petty and paranoid. On the contrary, ours is a plea 
for more indulgence of CEOs who have led their com- 
panies to great success. Look at it another way: These 
CEOs have the greatest incentive to behave. If their 
temper tantrums ended up driving talented employees 
out of their corporations, it is they who have the most 
to lose. The only thing CEOs can’t afford to be is both 
untalented and vile-mouthed. Then, your employees will 
have no reason to put up with your nonsense. They'll 
simply give it back to you, like they should. a 
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Delhi's Enron 


The state's disastrous experiment with 
privatising power distribution showcases every- 
thing that is wrong with power sector reforms. 


Minister intelligent enough to understand just what the writing on 
the wall says—that she may still lose her job is another issue—but 
the recent fracas over a proposed hike in power tariffs in Delhi has more 
to do with how governments in the country view reforms in the power 
sector than anything else. It's easy enough to list the objectives of such 
reforms: lower cost and better service to the end-user, who should, ide- 

ally, also be able to choose a power company. 
The difficulty in translating this wish-list into anything that vaguely 
/ resembles an action plan lies in the fact that power is what is called a con- 
current subject in India, something that falls under the control of both 
the Central government and the state government. Most states pro- 
vide free power to farmers. Power theft is also rampant in 
India, with average transmission and distribution (T&D) losses 
of 45-48 per cent. That makes the job of distribution 
companies such as BSES Rajdhani Power Limited (BRPL), 
BSES Yamuna Power Limited (BYPL) and New Delhi 
Power Limited (NDPL), the three private sector dis- 
tribution companies in Delhi, very difficult. Over 
the past three years, details provided by these 
three companies show that only four of the 
SN 30,000 complaints they have registered 
over the theft of power have resulted 
in convictions. In West Bengal, in the 
same period, some 1,300 people 
have been convicted for the off- 
ence. And although some states 
have respected the Electr- 
icity Act 2003, which stip- 
ulates that states must 
have a framework in 
place by 2008 
. for an open 
. access policy 
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The fortnight's burning question. 


a IS THERE A 
REAL ESTATE 
BUBBLE? 

Yes, but... Deepak Parekh, 


There is a 


"bubble in Mumbai, 


Gurgaon and Bangalore. 
In cities like Chennai, 


Commission, there is a shortage 
of over 22 million dwelling units 
in urban areas. The boom will 
last till the gap between supply 
and demand is met. 
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consumers who have an installed capacity of 
over 1 MW can choose the vendor from which 
they want to buy power), they have done so 
with several spoilers of the fine print variety. 

Unwilling to tackle the politically con- 
tentious issues of user-charges and T&D 
losses, but pragmatic enough to realise the 
need for private sector participation in both 
power generation and distribution, govern- 
ments have sought to balance the equation by 
resorting to that old tool of governments, 
subsidies. The desire to simultaneously bal- 
ance its own books and meet some internal 
target for reducing subsidies seems to have 
driven the Delhi Government to increase 
power tariffs; in ideal circumstances, the 
local electricity regulator, Delhi Electricity 
Regulatory Commission, should have nipped 
such a move in the bud, but like all electricity 
regulators, DERC has always worked with 
the government's interests in mind. 

As this magazine goes to press, the five- 
year-old privatisation of what was then the 
Delhi Vidyut Board has been exhumed. A 


OVER THREE YEARS, DELHI'S BRPL, 
BYPL AND NDPL HAVE MANAGED TO 


GET ONLY FOUR CONVICTIONS ON 
30,000 POWER-THEFT CASES 





Comptroller and Auditor General (CAG) report 
has been conveniently unearthed showing 
that in its hurry to privatise the distribution 
company, the state government may have 
overlooked several financial considerations. 
The three private distribution companies are 
trying to distance themselves from the pro- 
posed tariff hike that went all wrong (“We 
never asked for it” is the chorus). 

Activists are questioning why the Delhi 
Government has promised the three compa- 
nies a return on equity of 16 per cent when 
the terms of the legislation it cites in its de- 
fence of doing so clearly states that this should 
be the “RBI rate plus 5 per cent” (that would 
make it 11.5 per cent). 

Still, given that the distribution companies 
buy power from Transco, the transmission 
company, at a rate that varies between Rs 1.97 
and Rs 2.21 a unit and charge consumers an 
average of Rs 4.20 a unit, something, some- 
where, still doesn’t quite add up. 


20 BUSINESS TODAY SEPTEMBER 25 2005 


—Á wr TY T PTTL AA ee a mq" 


Delisters’ Party II 


The multinationals are at it again. 





Company Promoters’ R 
Holding (%) 
Wartsila India 89.69 
Gillette India 88.76. 
Siemens VDO Automotive 86.74 
Saint-Gobain Sekurit India 85.77 
Atlas Copco (India) 83.77 
Timex Watches 83.54 
Yokogawa India 83.19 
Panasonic AVC Networks India 82.73 
Sulzer India 80.03 
Timken India 80.02 
South East Asia Marine 78.24 
Engineering & Construction 
"Latest shareholding pattern Source: CMIE 


hurtled towards the 8,000 mark, a bunch of stocks 

surged northwards at a much faster pace than the 
index. Shares of some multinational corporations (MNCs) 
shot up by 15-26 per cent in just six trading sessions till 
September 2 (the Sensex climbed by 3.12 per cent). The 
run up had little to do with some display, by these com- 
panies, of their oft-articulated belief that India is the 
next big thing. It came in the wake of an announce- 
ment by the Securities Exchange Board of India (SEB) that 
all listed companies will be required to maintain at least 
a 25 per cent shareholding with the public. 

Now, there's a fair number of MNC stocks on the 
Indian markets in which the overseas parents hold over 75 
per cent equity (see table). The expectation in the market 
is that, rather than dilute their holdings, most foreign par- 
ents would prefer to delist altogether from the Indian mar- 
kets (by buying back from small shareholders), a trend 
that's anyway caught on in recent years. As Amit Rathi, 
Director, Anand Rathi Securities, puts it, *The buying spree 
in MNC stocks is purely on the expectation of them getting 
delisted.” “The seb! announcement just added fuel to 
the ongoing rally," says Hemang Raja, Managing Director 
& CEO, IL&FS Investsmart. 

If punters have been betting big time on MNC stocks, 
it's because they sense a win-win: In any delisting, it's the 
small shareholder who dictates the price; and if the 
MNCs choose to follow stBr's diktat and dilute their hold- 
ings, liquidity will increase and valuations improve. The 
MNCs will clearly need more time to react to sERI's order, 
but the delisters’ bandwagon will doubtless gather steam. 
Clearly, the delisters’ party isn't over yet. 

MAHESH NAYAK 
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Party Versus CM 


The simmering ideological debate in the 


CPI(M) is far from over. 


RAKASH KARAT IS THE UNBEND- 

ing commissar, the high priest 

of a dogmatic and anachro- 
nistic faith, who is determined to 
maintain the ideological purity of his 
doctrine. Buddhadeb Bhattacharjee, 
on the other hand, is a popular mass 
leader grappling with the very real 
problem of re-industrialising his 
struggling state. The former lives 
in a world of precepts; the latter 
has to deliver in practice what he 
promises from the podium. 

Their worldviews had to diverge 
at some point. But both are senior 
leaders of a party that prides itself on 
its discipline. No wonder the 
Communist Party of India (Marxist) 
is at pains to deny any ideological 
rift at the top. 

Bhattacharjee suddenly finds 
himself the new poster boy of eco- 
nomic reforms. His no-holds barred 
wooing of foreign capital on his 
recent visit to Singapore and 
Indonesia, his views on 100 per 
cent foreign direct investment (FDI) 
in ports and airports (he later clar- 
ified that he meant 100 per cent 
privatisation and 49 per cent FD!) 


TESTER'S 
CHOICE 


E «4 M. 


M 
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and most crucially, his statement 
that Marxism needs to be re- 
examined in the light of current 
political developments, all point to 
a man in tune with the mood of 
the country. 

Industry leaders, who accompa- 
nied Bhattacharjee on the trip, are 
still gushing. *The Chief Minister 
had done his homework. At every 
forum—a dinner hosted by (global 
audit giant) PricewaterhouseCoopers 
at Raffles Hotel's East India Room 
in Singapore, at his meeting with 
Singapore Prime Minister Lee Hsien 
Loong and in his interaction with 
Salim Group Chief Executive Officer 
Anthony Salim—he was extra- 
ordinarily candid on the need for FDI 
in housing projects, special eco- 
nomic zones, logistics, ports and 
airports,” says Roopen Roy, 
Managing Director of pwc India, 
who was part of the delegation 
accompanying Bhattacharjee. 

Karat, on the other hand, comes 
across as a man caught in a time 
warp, who will brook no deviations 
(revisionism, in Marxistspeak) from 
the script laid out in his Holy Book. 








Two shades of red: Buddhadeb 
Bhattacharjee (L) and Prakash Karat 


His main “contribution” to the 
country’s economy, as the chief 
prop of the United Progressive 
Front government, has been to sti- 
fle every reformist move made by 
the Central government. 

To the credit of the party, it 
brushed aside the reservations of 
hardliners and endorsed Bhat- 
tacharjee’s reformist agenda at its 
three-day Central Committee meet- 
ing in New Delhi from September 2- 
4. Bhattacharjee downplays the dif- 
ferences. “The CPI(M) is trying to 
reach a consensus on these new is- 
sues (a euphemism for junking com- 
munist dogma).” 

There’s clearly a growing chasm 
between the party’s hardliners and its 
liberals. It'll be interesting to watch 
who has the last word on this. 
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Baring’s Plan B 


With the MphasiS sale called off, investor Baring wants to push 


growth at the software firm. 


ECENTLY, BARING PRIVATE 
Equity Partners India 
(BPEP) moved into a 
swank new address in 
Gurgaon's “IT corridor" near 
Cyber Greens. Compared to 
its previous digs in Connaught 
Place, the heart of Delhi, and 
given the spartan lifestyles of 
its two principal partners 
(Managing Partner Rahul 
Bhasin still drives around in 
a Maruti 800), the Gurgaon 
office is an indulgence. But 
don't expect an invitation, any- 
time soon, to an *office warm- 
ing" party. At Baring, one of 
the oldest foreign private 
equity firms in India but now 
bought out by Bhasin, it's 
introspection time. It’s still try- 
ing to comprehend how a mix 
of bad luck, suitor perversion 
and media hype turned its 
efforts to sell its 35.6 per cent 
stake in Bangalore-based IT 
and ITES company, MphasiS 
BFL, into a comic spectacle. 
For, in MphasiS’ abortive 
sale, there's a lesson for Indian rr, 
especially the tier-II companies like 
MphasiS (see Indian rr's Tier-II Blues 
on page 78). Hard-pressed to rack 
up growth or profits like the bigger 
IT companies, the tier-II is stuck in 
an unenviable position, where it 
must either acquire or be acquired. 
(It is this dilemma that encouraged 
investors to haggle over price, 
instead of looking at the potential 
value post-acquisition, says Bhasin.) 
But why is growth a challenge for 
uer-II companies? A variety of rea- 
sons, but they all boil down to a rel- 
ative lack of capabilities, services 
breadth and economies of scale. So 
Baring's plan now is to push 
MphasiS Chairman & CEO, Jerry 


24 BUSINESS TODAY SEPTEMBER 25 2005 





MphasiS' Rao: "It's business as usual" 


Rao, to deliver growth by focu- 
ssing on roping in more customers 
and offering more services to ex- 
isting customers. Also, don't forget 
that last year, MphasiS acquired 
three firms, Kshema Technologies, 
Princeton Consulting and Eldo- 
rado Computing. 

But why did Baring have trouble 
selling MphasiS, one of the better 
tier-II players, with last year rev- 
enues of Rs 766 crore and a net 
profit of Rs 125 crore? In a word, 
valuation. Baring expected, it app- 
ears, at least a premium of 25 per 
cent over the current price of about 
Rs 254. Who would be willing to 
pay that kind of a premium? Either 
a strategic buyer, to whom synergies 


with MphasiS would be worth 
significantly more, or a finan- 
cial (read: private equity) 
investor, who could acceler- 
ate MphasiS' growth by simply 
getting his portfolio compa- 
nies to outsource business to it. 
By that logic, there were only 
two serious suitors (one of 
each variety) for MphasiS. 
While one of them, a large 
Indian rr company, apparently 
withdrew because of internal 
issues, the other investor (a 
large foreign PE firm) couldn't 
see itself being able to leverage 
its portfolio companies. The 
others in the fray, then, were 
more keen on beating down 
the offer price. *They were 
trying to nickel-and-dime; they 
thought we had no choice," 
says Bhasin. 

Obviously, they were 
wrong. When the MphasiS 
sale became a media circus 
with daily conflicting stories 
on who was in on the deal 
and who was out, Bhasin 
decided to take MphasiS off the 
block. What about pressure from his 
investors? *Clearly, there wasn't 
any, otherwise my hand would have 
been forced," says Bhasin. From its 
$22-million (Rs 96.8-crore) invest- 
ment in MphasiS, Baring has already 
taken out just under $8 million (Rs 
35.2 crore). And according to the 
guidance given by Rao to analysts, 
MphasiS should grow its bottom 
line by 30 per cent this fiscal. That 
means about Rs 164 crore, or $37 
million, in net profit. So, MphasiS is 
one lamb (sorry, Jerry) that Baring 
and its investors can afford to let fat- 
ten before it is served up on the 
dinner table. 
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Punter's Wish? 


What will they buy next? 


DAY BEFORE RELIANCE INDUSTRIES’ ANNUAL GENERAL 
Amite (AGM) on August 3, D-street was con- 

vinced that Chairman Mukesh Ambani would 
announce a global acquisition, a big one, during his 
speech. The RIL stock promptly shot up by almost 5 per 
cent; the next day, Ambani mentioned that the company 
would consider making a global acquisition, but stopped 
short of spelling out a time frame or details of possible 
targets. A few weeks later, D-street was again abuzz 
that RIL would soon acquire BP’s $15-billion (Rs 66,000- 
crore) subsidiary Innovene; this time, the stock vaulted 
3.75 per cent. The company itself denied this in a note 
to the stock exchanges and clarified that there was no 
such proposal before its board of directors. RiL did not 
respond to an e-mail query from BT. 

Meanwhile, the stocks of companies such as 
Saregama, Shringar Films, Radaan Mediaworks and 
Dewan Housing have shot up over rumours that Anil 
Ambani's ADAE (Anil Dhirubhai Ambani Enterprises) is 
considering acquiring the companies. The company's 
acquisition of Adlabs and AMP Sanmar Life has, no 
doubt, fuelled such conjecture. And far from indicating 
that the market doesn't know where the company will 
strike next, ADAE's acquisition of a stake in Chennai-based 
Celebrity Fashions that owns the Indian Terrain brand 
of apparel has only increased the buzz on the Street con- 
cerning the company's next target. 

An ADAE spokesperson, when 
contacted, declined to com- 
ment. As is invariably the 
case in a bull market, 
someone, somewhere out 
there, is benefiting from all 
this speculation. 

KRISHNA GOPALAN 
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THE COW 





Another Lancet article; another allegation. 








N AUGUST 2005, IT DISMISSED 
Homoeopathy as nothing 4 
better than a medical system 1 

thriving on placebos. Now, 
in its September issue, $ 
Lancet, the world's best- 
known medical journal, car- 
ries an article that alleges 
that India may well be the 
birthplace of Bovine Spong- 
iform Encephalopathy (BSE), bet- 
ter known as the mad cow dis- 
ease. The specifics: Britain im- 
ported, in the 1960s and '70s, several tonnes of car- 
casses and bones to turn into animal feed from India 
(fact); these may have contained bones of humans in- 
fected with Creutzfeldt Jakob Disease or cup (allega- 
tion) and the disease, first noticed in cows in the 
1980s may have resulted (allegation). “They (the pair 
of British scientists who have authored the article) have 
resorted to the wildest possible extrapolation without 
making available any scientific evidence,” says S.K. 
Bandopadhyay, Animal Husbandry Commissioner, 
Ministry of Agriculture. “It’s a far-fetched, preposter- 
ous and absolutely absurd suggestion.” 

While it is a scientific fact that there is a link 
between human cid and BsE, and it is a historical one 
that several Hindus continue to cremate the bodies 
of their dead by the river Ganga, the thing about the 
unburnt remains of these human bodies being 
picked up by unscrupulous bone collectors and 
then finding their way into animal feed is a bit of a 
stretch. M.S. Swaminathan, one of the men behind 
India's agricultural renaissance who now heads an 
eponymous research foundation, would like a sci- 
entific investigation simply because this is a matter 
of "national interest". Vandana Shiva, Director, The 
Research Foundation for Science, Technology and 
Natural Resource Policy, a network that focusses on 
sustainable agriculture and development, sees a 
larger conspiracy. "There is a clear pattern emerg- 
ing from the recent spate of foreign findings," she 
says. "After the assault on Homoeopathy, where 
India is emerging as a major exporter, comes this 
argument about India being the originator of cup.” Did 
someone say soft target? 


RAMEN SARKAR 
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It Never Rains 


A PIL, protests by employee unions and now an objection from the environment ministry. 


VEN AS THEY FIGHT THE PUBLIC 

Interest Litigation (PIL) filed by 

the Bombay Environmental 
Action Group (BEAG) against the de- 
velopment of mill land on the basis 
of a 2001 amendment to the devel- 
opment control rules (DCR; and the 
BEAG believes this has been done to 
reduce the amount of land that has to 
be given up for the development of 
public utilities and low-cost hous- 
ing), Mumbai’s mill-owners and de- 
velopers who have bid for and ac- 
quired land from some of the sales 
that have been allowed to go ahead 
now face another set of challenges. 
Employee unions have stalled 
Bombay Dyeing’s plans to develop its 
Spring Mills property; and the Union 
Environment Ministry claims none of 
the projects currently underway, 
both fresh developments and rede- 
velopments, has the requisite envi- 
ronmental clearances. 

Meanwhile, people who have 
booked flats in some of the pro- 
posed developments are becoming 
restive. “It’s an emotional drain,” 
says one buyer who has bought a flat 
at the Morarjee Realties-developed 
Ashok Towers, visibly upset about 
the fact that the developers blame 
the land-owners (in case the two 
are different), or that the two 
together blame the city corporation, 


Worried Customer 

“| have paid the booking amount 

for a flat in Ashok Towers (promoted 
by Morarjee Realties) in December 
2004 and was to sign an agreement 
in March. But the agreement hasn't 
been signed. What is really worrying 
is the lack of communication from 
the developers on the status” 
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the environment ministry, even 
BEAG. "It's the developer who is re- 
sponsible to us, right?” That's right, 
agrees a spokesperson for Morarjee 
Realties. *The onus to obtain all 
clearances is on the developers," 
he says, adding that the company, 
despite believing that it did not 
need an environmental clearance 
(it is a redevelopment), applied for 
one in January 2005 and, having 
received the requisite consent from 
the state authority, is now pushing 
its case with the Union Ministry. 
Other developers affected include 
Godrej Properties, Seth Builders 
and Marathon Developers. 


Reassuring Developer 
Spokesperson, Morarjee Realties 

“We have exchanged documentation 
with our customers confirming reser- 
vation of their apartment and indicat- 
ing dates on which the agreements 
will be executed strictly in adherence 
of the law. There has, however, been 
a delay in processing various docu- 
ments due to the ongoing pit” 


National Textile Corporation's Finlay Mills: On troubled ground 








The drain is more than emo- 
tional, adds another buyer. “I have 
actually moved out of a rented 
house in a better part of town so 
that I can pay the loan-instalment 
comfortably and now I do not even 
know where I stand." “It is really 
unfortunate that the buyers are hav- 
ing to suffer," says Pranay Vakil, 
Chairman, Knight Frank India. 
"Most of these flats have been 
booked by professionals." Cruel as 
it may seem to point out, profes- 
sionals who clearly hadn't heard 
about either the pt or a Latin term 
that says Caveat Emptor. 

PRIYA SRINIVASAN 


Expert Opinion 

Pranay Vakil, Chairman, Knight Frank India 
"Assuming a total of 500 flats 

(a very conservative estimate) have 
already been booked in all of these 
properties together and assuming an 
average flat value at Rs 60 lakh, if 
up to Rs 25 lakh has already been 
paid in each case, then that's 

Rs 125 crore that hangs in balance" 


HV NIWDOS 





RICOH & 
GESTETNER 


ARE NOW PRESENTING THE COMBO POWER FOR YOUR DIGITAL OFFICE. 


ONE IN 2005. The coming together of two powerhouses in the Indian office automation market. 
INDIA. Ricoh India Ltd and Gestetner India Ltd have merged to form a company that delivers 
end-to-end world-class solutions to its clients. A wide range of cutting-edge products developed through 
legendary Ricoh R&D. And the assurance of the absolute gold standard in after-sales service, supported by 15 offices and 
250 dealers. Over 80 years of knowing Indian offices has given us insights that allow us to anticipate customer needs. 





Every merger has its own reason. Ours, very simply, is the customer. 


» Colour Multi-Function Printers (MFPs) « B/W MFPs (from 13 to 105 ppm) * Colour Laser Printer » Copy Printers 
E And the NEW sensation, Aficio 3224C/3232C, the winning combination of B/W multi-functionality 
a 


RICOH 


RICOH INDIA LIMITED 


www.ricohindia.com 





Corporate Office: 52-B, 1st Floor, Okhla Industrial Estate Phase Ill, New Delhi-110 020; Tel: 011-51613010-18; Email: deepa.menon@ricoh.co.in 
Ahmedabad: 26575661/ 63/ 64/ 9327023912; Bangalore: 22248829/ 30, 22272197/ 90665; Chandigarh: 2741462/ 3054; Chennai: 28330870/ 3851/ 1297, 
28232457; Coimbatore: 2496276, 2482016; Delhi: 51731860-65; Guwahati: 2635311/ 2602949; Hyderabad: 55274936/ 38, 27766757; Jaipur: 2707028/ 9756; 
Kolkata: 22101634, 22488641/ 42, 24852056/ 57; Lucknow: 2237381, 2239176/ 89; Mumbai: 22881953-55, 26465570-74, 56633888/ 94; Pune: 26136492/ 3740, 


26111947; Ranchi: 2331426/069; Visakhapatnam: 2553466, 2754968. SOREN Sa d 





KAMEN SARKAR 







MU UL GỌGLLIUD 


The Second Wave 


A dotcom a day, but things are a trifle different from 1999. 


EN YEARS AFTER THE BEGINNING OF THE INTERNET AGE, AND FIVE AFTER THE 
beginning of the end, dotcoms are again fashionable. Not convinced? Look 
at the jobs space. Three years ago, Naukri was #1, JobsAhead #2, and no one 
else wanted to be in the business. Today, there's Naukri, Monster, Timesjobs 
(not a new entrant, certainly, but it has suddenly gotten aggressive), several 
others, and two new ventures, Clickjobs, promoted by J. Murugavel who 
runs a successful matrimonials site Bharatmatrimony.com, and Bixee.com, 
a vertical search engine focussed on Indian job sites (see page 139 of this 
magazine). Still not convinced? Naukri's Sanjeev Bikhchandani is launch- 
ing a real estate portal, the evocatively named 99acres.com this month. A 
few months back he acquired full control of Jeevansathi.com, a matrimo- 
nials site he had incubated back in 1998, and for which he now nurtures am- 
bitious plans. For the record, Murugavel himself is readying a real estate site 
for launch by the end of this month. And the Mumbai-based People 
Interactive that runs Shaadi.com (another, you guessed it, matrimonials site) 
will soon launch Astrolife.com, an astrology site. 
Welcome to dotcom rush hour (part II, if you will). This time, it's different. 
It is no longer about venture capital bankrolling business plans that look good on 
paper. The new dotcoms are being launched, largely, by existing dotcom en- 
trepreneurs and are funded, not by venture capital, but by what accountants term 
"internal accruals'. *We have surplus cash and we have the experience of having 
created an online recruitment market where none previously existed," says 
Bikhchandani. “So, we decided to diversify into other verticals where we think 
there are gaps that need to be filled." With revenues of Rs 45 crore and net 
profits of Rs 8.4 crore in 2004-05, Bikhchandani has the money to fund 
his new ventures. So does Murugavel whose Bharatmatrimony returned 
an estimated $1 million (Rs 4.4 crore) on revenues of $10 million (Rs 
44 crore) in 2004. “There is no clear domestic #2 (to Naukri),” says 
Murugavel, explaining his decision to launch Clickjobs.com. Both he and 
Bikhchandani promise that there are more sites to come from their ven- 
tures, Will that encourage other entrepreneurs to consider the .com, .net 
or .co.in option? Well, stranger things have been known to happen. 
SAHAD P.V. 
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India: Card 
Usage 
Figures in Rs crore 


This includes cash 
withdrawals at ATMs 
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Growth In Pay 
In India 


Figures in millions of cards 
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This includes American Express, MasterCard and 
Visa International credit and debit cards. 

2004 figures are estimates 

Source: The Nilson Report, Visa analysis 
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What: Recent television ads for 
Malaysian Airlines, Nokia 8800, 
and Tata Safari 


Why: They play on the senses; the 
music and the execution are fairly 
similar; and you don't know what 
they are selling till they eventually get 
down to it 


Punchlines: Designed for the senses for Nokia. 
Sometimes, the most luxurious experience on 
earth... isn't on earth for Malaysian Airlines. And 
Reclaim your life for Safari. 


Opinion: "If advertising has to portray ex- 
perience, it has to exaggerate, play on the 
audiences' senses, and heighten the de- 
sire to own the brand," says Prasoon Joshi, 
National Creative Director, McCann Erickson 


SHAILESH DOBHAL 


a threat to Sony and 

















A CRUEL JOKE 


Niche channel Star One poses 
Zee. 


For a laugh: Judges N.S. Sidhu (L) 
and Shekhar Suman 


A THREE-MONTH OLD WEEKLY SHOW 
featuring a contest between stand- 
up comics, 7he Great Indian 
Laughter Challenge has become 
the 24th most popular television 
programme in India with television 
rating points of 5.2 for the week 
ending August 20, 2005. If that's 
news that merits mention, it is 
because the other 24 programmes 
in the top 25 are shown on Star 
Plus. And so, Star One, on which 
the show appears, has done what 
Sony and Zee couldn't do. "The 
programme is an example of the 
reducing distance between main- 
stream and niche content," says 
Partha Sinha, Chief Strategy 
Officer of advertising agency 
Ambience Publicis. “Star One is 
within striking distance of becom- 
ing the #2 television channel in 
the country,” gushes Ajay Vidya- 
sagar, Senior Vice President 
(Marketing), Star India. The man 
IS overstating the case—Star 
One's all-day channel share of 23 
per cent trails Sony Entertainment 
Television's 46 per cent and Zee’s 
32 per cent and he isn’t—in the 
past six weeks the channel has 
gained six percentage points while 
Zee has lost almost nine (Sony 
holds its own). That's no joke. 
SHAILESH DOBHAL 





P-WATCH 





REFORMING AGRI-MARKETING 

IT'S INDIAN AGRICULTURE'S FIRST BRUSH WITH 
economic reforms. All states will amend 
their Agricultural Produce Marketing 
Committee (APMC) Acts by March 2006 to 
facilitate contract farming in the country. 
This will give companies like rc, Godrej, 
Hindustan Lever and Pepsico, among oth- 
ers, greater control over the quality of agri- 
cultural commodities they buy, while at the 5 
same time guaranteeing better prices, Indian agri: It's changing 
assured offtake and, therefore, greater secu- 

rity for farmers. Says a senior agricultural ministry official: “The states 
will be given assistance for creating marketing infrastructure.” 

The only contentious issue, says Subir Gokarn, Chief Economist at 
CRISIL, is risk distribution in case of crop failure. That will depend on the 
fine print. But Sharad Pawar's bold move promises to transform India's 
farm sector and take economic reforms into the country's heartland. 

ASHISH GUPTA 





THE SMALL AND MEDIUM ENTERPRISES 
Development Bill 2005 was 
meant to eliminate Inspector Raj 
and expedite the easy flow of 
credit to the sector. But the Left 
parties called it "draconian" and 
demanded amendments making it 
mandatory for SMEs to provide 
employees provident fund, gratu- 
ity, bonus, etc., to workers. The 
Bill has now been sent to a group 
of ministers for further delibera 
tions. Ministry officials declined 
to comment on the issue. The 
SMEs, meanwhile, are still waiting 
for relief 

ASHISH GUPTA 


All VISA card holders 


are now welcome at 


KVB AIMs. 


nquiry 


« Round-the-clock acces ier 160 ATMs 


Karur Vysya Bank is an 89 year old institution with all the conveniences of modern banking technology. 
KVB now allows all VISA card holders to access their accounts at any.of its 160+ ATMs across India. 
Bringing your VISA account a step closer to you. Come, experience KVB today. 





Smart way to bank 


The Karur Vysya Bank Ltd., 
Regd. Office, Erode Road, Karur - 639 002. www kvb.co.in 
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ON SEPTEMBER 1, ESCORTS CHAIRMAN 
Rajan Nanda announced an over- 
. haul of the company's board. Why? 
The company did not give any rea- 
sons, but it is understood that a 
- debenture default to ICICI Bank 
may have necessitated it. The shake 
up also put Nanda's 31-year-old 
son Nikhil, an erstwhile executive di- 
rector, at the centre of a restruc- 
turing effort as the new COO. Nikhil 
will drive the company's renewed fo- 
Cus on its core engineering busi- 
nesses, Nanda said in a release. 
The restructuring plan, accord- 
ing to Nikhil, is two-pronged. One, 


is Rs 450-500 crore—a package 
different from the earlier Rs 770- 
crore investment that Escorts was 
expected to, but didn't, receive in 
June 2005 from unnamed European 
investors. “The group's focus will 
be on engineering (including trac- 
tors), construction equipment and 
ancillaries,” says Nanda Jr., adding 
that exports are expected to account 
for 25 to 30 per cent of tractor 
sales in another three years. 
KUMARKAUSHALAM 
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Tractor major Escorts revamps its board and gives 


Nikhil Nanda the COO's job. 


M&M Makes 
Moves in Romania 


" 
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M&M's Mahindra: Dial R for Romania 


MAHINDRA & MAHINDRA'S (M&M) 
Vice Chairman Anand Mahindra 
is taking his fascination for world 
maps dead seriously. Less than nine 
months after he acquired an 80 per 
cent stake in China's Jiangling 
Tractor Co., making M&M the 
fourth-largest tractor maker in the 
world, he's now bid for a larger 
Romanian tractor manufacturer, 
Universal Tractors, which has a ca- 
pacity to produce 15,000 tractors 
and 20,000 engines annually. If 
M&M wins, Mahindra will be a step 
closer to his dream of becoming 
the world's #1 tractor player. 


ICICI's Rogue 
Traders 


LAST FORTNIGHT, ICICI BANK SUS- 
pended three forex traders (besides 
two in the back office, whose job it is 
to monitor trades) for exceeding 
their daily trading limits and causing 
a Rs 1-crore loss. The incident evokes 
memories of Baring Investment 
Bank's rogue trader, Nick Leeson, 
who brought the bank down with 
$1.3 billion in futures losses, but the 


reality is more harmless, says ICICI 
Bank's Nachiket Mor. *It was more 
overenthusiasm than rogue trade, 
but we had to set an example," he 
says. ICICI’s 120-odd traders will 
likely be more watchful hereon. 


Subir Raha's 
Face-off 





ONGC's Raha: Making a point 


ONGC CHAIRMAN SUBIR RAHA IS ON 
a warpath. The government deci- 
sion to put two additional direc- 
tors on ONGC's board has irked 
Raha because one of them is DG 
Hydrocarbons, a regulator. Raha's 
point: there will be a conflict of 
interest. BT’s with him on this one. 


OVERSEAS CAPITAL 
MARKET OFFERINGS 


Will Sebi's new norms 
mandating price caps 
for overseas issues 
and banning sale to 
OCBs impact issues? 
“The 
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THE IT GUYS 


This fortnight's heroes: Infosys' Nilekani and 


TCS' Ramadorai 


TS IS THE REAL STORY: TCS HAS BAGGED A EURO 200 
million (Rs 1,040 crore) component and Infosys an 
euro 100 million one (Rs 520 crore, scalable to 
around 200, the company claims), both in the area of 
applications support and enhancement, of an approx- 
imately euro 1.8-billion (Rs 9,360 crore) multi-year IT 
outsourcing deal from ABN Amro. The bulk of the 
deal (and this is something most Indian publications 
have glossed over, overwhelmed by the fact that two re- 
spected Indian firms are involved), some euro 1.5 
billion (Rs 7,800 crore) has been won by IBM, in the 
area of IT infrastructure support (So there!). For the 
record, Accenture and Patni have won some parts of the 
deal too (applications development). If the numbers do 
not add up, it is probably because everyone who has 
won part of the contract is looking at how much it could 
grow to rather than its current size. 

If Infosys CEO Nandan Nilekani and TCS Managing 
Director S. Ramadorai are this fortnight's newsmakers, 
then it is because no Indian company has won a deal as 
large as TCS' share of this. And it is because the ABN 
Amro deal is the first time a company has farmed out 
parts of the contract to independent vendors (five of 
them). Usually, the contract would have gone to one 
large vendor that would have then outsourced work. 
"Clients obviously realise that they can capture maximum 
value by going straight to the (offshore) vendor and this 
is a smart way of spreading risk and leveraging skills," 
says Partha lyengar, Research Vice President, Gartner. 

PRIYA SRINIVASAN 
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| billion (Rs 25,080 crore): India's purchase 
of arms in 2004, more than any other developing 
country. A report by the US Congressional Research 
Service says India's purchases have overtaken 
China's ($2.2 billion or Rs 9,680 crore) 


PAHU billion (Rs 19,36,000 crore): India's in- 
frastructure funding needs. Here is a break-up: power 

($243 billion or Rs 10,69,200 crore), roads ($107 

billion or Rs 4,70,800 crore), telecom ($49 billion or 

Rs 2,15,600 crore), railways ($29 billion or Rs t 
1,27,600 crore), ports ($7 billion or Rs 30,800 crore) 

and airports ($5 billion or Rs 22,000 crore) 


©.U< 70: Proportion of women employed by the 
government against the national average of 14.47 
per cent (all sectors). It is almost 62 per cent for 
Kerala but only 2.44 per cent for Uttar Pradesh 


20%: Proportion of Café Coffee Day outlets, 
India's largest chain of coffee cafes (250), catering 
to the IT and BPO sector 


6%: Proportion of NASA employees that are 
Indian. At Microsoft and IBM, the ratio is 34 per 
cent and 28 per cent of the global workforce » 


$3 Y billion (Rs 1,32,000 crore): Amount expected 
worldwide from sales of diabetes drugs by 2009 


million: Proportion of India's 1.1 billion 
population that lives in abject poverty, despite 
economic growth of 6 per cent a year 


> lakh: Number of commercial vehicles that 
were sold in China between February and July 2005 
against 1.56 lakh in India 


7 million: Number of Americans (64.5 per cent 
of adults) who are either overweight or obese. The 
number has been rising steadily every year. The per- 
centage of obese adults rose from 23.7 per cent in 
2003 to 24.5 per cent in 2004 


De } million (Rs 3,520 crore) and 14 years: 
What it takes to develop a drug and 

win the US Food & Drug 
Administration approval. Some 
30 million rabbits, mice and 
other creatures are sacrificied 
each year for pharma's sake 
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One good performance deserves another. When you use Nokia to power your network, your 
customers will recognize the difference. Working with Nokia means you'll spend less time on 
infrastructure and have more time to keep customers satisfied. 


Nokia supplies you with the solutions and expertise you'll need to provide your customers with 
world-class communications. As the leader in the converging mobility industry, Nokia helps you 
deliver quality along every step of the value chain. Demand more of your network and your 
services, and demand more of your partner. Let's network. 


www.nokia.com 





Lets network 





Russia has announced 
that it will join the WTO only when it 
suits its interests. Like the experience 
of China has shown, the country, which 
boasts one of the world's fastest growing 
economies, will probably enter the WTO 
from a position of strength. In contrast, 
India, one of the earliest entrants into 
the WTO, is yet to really benefit from its 
commitment to multilateral trade. 


Russian President € 





China has reiterated its 
commitment to sell, to the public, some 
$280 billion (Rs 12,32,000 crore) worth 
of stock it owns in state-owned 
enterprises, part of its attempt to achieve 
afar more balanced ownership structure 
for its large companies and boost its 
flagging stock markets. The move is 
unlikely to alter the Indian communist 
parties’ opposition to disinvestment. 
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Katrina has, according to rating agency 
Standard & Poor's, doubled the probability of a recession in the 
US, to around 25 per cent (or 0.25). According to investment bank 
à Merrill Lynch, a weakening of the booming real estate market in 
the US, and an increase in interest rate by the US Federal Reserve, 
could increase that to 0.5, even odds. The US is India's largest 
trading partner and most companies in its showpiece IT sector 
derive the bulk of their revenues from the country. 
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DallgKOK: Thailand's economy grew by its fastest rate 
in six quarters, 4.4 per cent, amidst growing conviction that 
it may have finally rebounded. India, beginning to emerge as 
a possible manufacturing hub in the region, could well lose 
out if companies opt instead for Thailand, which already 
boasts impressive manufacturing infrastructure. Worse, 
foreign institutional investors, largely responsible for boosting 
Indian stock markets to their current levels, may decide to 
put their money in Thailand instead. 


Thai Prime Minister Thaksin Shinawatra 


Darcelora: According to BusinessWeek magazine, Spain 
has some 2,000 call centres employing about 50,000 people 
from all over Europe and serving the continent s outsourcing 
needs. Much of it, the magazine reports, has to do with Spain's 
climate and its always-partying lifestyle. That's one advantage 
that won't go away in a hurry. Should India be worried? 
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Now you can stay in touch with urgent business matters 
instantly, with HutchMail. HutchMail provides you complete 
and secure access to Microsoft Exchange and Lotus Notes 
from your desktop, straight to your Hutch phone. 
Moreover, HutchMail ensures that all your emails reach you 
without delay, while roaming on Hutch within India, and 
through our partner networks across the world. 

Here are some benefits of HutchMail: 

= Wide handset support 

HutchMail is available for a range of phones including 
Nokia, Sony Ericsson, Windows Pocket PC & Windows 


Supports: 
Putookz: AIF Windows | METY software 





smartphones. Even if your handset does not support this ? 
Service, you can still access basic emails via GPRS or SMS. 

= Real-time delivery 

This feature ensures any new emails and calendar entries 

reach your phone the moment they reach your mail server. 

You can then create, view, reply, delete and forward them 

in real-time and in sync with your server. 

= Attachment support 

HutchMail enables you to receive, view, save, edit and send 
Word, Excel, PDF and PowerPoint attachments as you ? 
would on a computer. To check if your handset supports 
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these attachments, just visit www.hutch.co.in 

= Unified view 

Any change in your email or the calendar data is 
instantaneously synchronized with the server. So you 
always have the same view of your data, both in and out 
of the office. 

= Low cost of ownership 

HutchMail uses existing IT and telecom systems to 
increase the utility of your existing handsets. 

= HutchMail subscription & costs 

HutchMail is available to you at the following three 


Introducing 


HutchMail 


- any email on your Hutch phone. 


. monthly subscription plans: 


1. Pay Rs 199 and pay for what you use @50p/10kb. 

2. Pay Rs 499 and get 100mb of free usage. Then on, pay 
for what you use (050p/10kb. 

3. Pay Rs 899 for unlimited access & usage. 

To subscribe or to know more about HutchMail, visit us at 
www.hutch.co.in or mail us at hutchmail@hutchindia.com 


I 
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BUSINESS TODAY-ERNST & YOUNG 


Deal Watch > 


Beginning July, Business Today began publishing a monthly listing of 
India Inc's biggest deals. Our partner: Global professional services firm Ernst 
& Young. Here are the deals that were struck in August. 


Deal Particulars: The world's second-largest software firm Oracle Corp. acquired 
Citigroup Venture Capital International's stake of 41 per cent in i-flex solutions, for $593 million 
(about Rs 2,575 crore). Oracle also proposes to make an open offer, as per SEBI guidelines, for 
an additional 20 per cent of i-flex at a price of Rs 882.62 per share, worth an additional $316 mil- 
lion (about Rs 1,370 crore). Oracle plans to maintain i-flex as a publicly listed entity and the cur- 
rent management of i-flex is expected to continue. J 
ORACLE’ Impact Analysis: From being a back-office and front-office application provider, Oracle is 

quickly moving into middle-office applications with vertical Specialisation. It had forayed into the 
retail segment a little earlier, with acquisitions of Retek and Profit Logic. The acquisition of i-flex 
Orcale's acquisition of Citigroup's | Provides it a strong foothold in the banking domain. For i-flex, this deal provides access to Oracle's 














41 per cent stake in i-flex for global infrastructure, resources and support, and enables it to cater to tier-I customers and other 
$593 million large clients, particularly in the US. i-flex has about 600 customers primarily in Asia and Africa; 
Oracle has 8,500 banking customers, including 1,500 Customers on the applications side. 
TARGET ACQUIRER INDUSTRY TYPE DEAL VALUE STAKE 
(Rs crore) 
i-flex Solutions — Oracle č — gi Information Technology ^ Acquisition 2,575 4195 
Promoters of International Tractors Renault. — Ha — .— 71- Automobiles __ Acquisition 44 20%. 
Apollo Hospitals Enterprise Khazanah Nasional Bhd (Malaysia) Healthcare Investment 194 13.20% 
Sterile manufacturing facility (Poland) Strides Arcolab — i n Pharmaceuticals Acquisition 35.09 100% 
Beltapharm SpA (Italy) Strides Arcolab iE Pharmaceuticals Acquisition 8.33 10% 
Gribbles Pathnet India Metropolis Health Services — — ^ Healthcare — Acquisition NA. 100% 
Nimbus Communications 3i Group Plc , Sports and Media Investment 199.59 N.A. 
Teledata Informatics T. ROWE Price Associates Inc Information Technology Investment N.A. 5.29% 
Swaraj Mazda  Sumitomo Corporation — — Automobiles Investment 50.28 — 15.6295 
VisualSoft Technologies SAIF II Mauritius Company Information Technology _ Investment 35.50 .— 14% 
INCAT Technologies Inc. TATA Technologies Automobiles Acquisition 411 100% 
Spanco Telesystems & Solutions Anil Dhirubhai Ambani Group — Telecom Investment 32.20 149095. 
Immaculate Interactions  HindjaTMT —  — ITES. 4s Acquisition N.A. 100% 4 
SES Technologies Sahara Computers and Electronics Information Technology — Acquisition — NA. 10075 
Enterprise Nexus WPP. CEN L Advertising Acquisition 40 — 7496 
Mid-Day Multimedia T Rowe Price International ~ Media Investment 18 4.89% 
Shree Rama Multi-Tech Nirma Industries — Packaging Investment N.A. 24% 
Datar Switchgear Larsen & Toubro Electronics Acquisition 24 100% 
Maximise Learning TechBooks ITES Acquisition N.A. 100% 
ING Vysya Life Insurance Gujarat Ambuja Cements — insurance Acquisition 60.9 14.87% 
Landmark Stores Trent Retailing Acquisition 103.60 76% 
Pratappur Sugar and Industries Bajaj Hindusthan Sugar Investment 10.89 55% 
Sangam India ICICI Venture Funds Textiles Investment 33.16 21.88% 
Deal Watch includes only M&As, private equity and brand sale transactions N.A Not available ? 


Ernst & Young is a leading M&A advisor in India. While every care has been taken to compile this data, it is based on media reports, company 
announcements and other secondary research. Any decision on the basis of the above mentioned information Should be taken only after professional advice. 
Business Today or Ernst & Young do not undertake any responsibility in regard to any Such decision. 
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De-merged: By 
Great Eastern 
Shipping, its off- 
shore oil-field serv- 
ices business, which 
has been spun off S 
into a new company S 
that will be listed on 
both National Stock Exchange and 
Bombay Stock Exchange. The pro- 
moters have billed the exercise as one 
targeted at unlocking the value inher- 
ent in the offshore division. Bharat 
Sheth (shown here) will continue to 
head the shipping business while his 
cousin Vijay will head the new entity. 





Requested: India's telecom regula- 
tor, Telecom Regulatory Authority of 
India by BSNL, the state-owned 
telco, India's largest, to share its 
views on the controversial Access 
Deficit Charge regime with the gov- 
ernment (read: the Department of 
Telecommunications) before taking 
any decision on the same. 


Bought: By Infosys, the country's 
and, possibly the world's, largest 
group insurance policy worth 
around Rs 7,500 crore from Life 
Insurance Corporation. The policy 
will insure each of the company's 
38,000 employees for amounts 
ranging from Rs 10 lakh to Rs 40 


BREAKING NEWS 





lakh. The premium the company 
will pay: Rs 3 crore. The previous 
largest group insurance policy in 
the country was bought by BSNL 
(Rs 4,770 crore). 


Reached: By Rahul Bajaj (shown 
here) and his brother Sishir, an 
agreement on a long-simmering 
row over cross-holdings. Bajaj, who 
announced the agreement on the 
sidelines of a con- 
vention organised 
by Society of 
Indian Automobile 
Manufacturers, 
said it was "in 
principle" and 
that a formal 
announcement on 
the details would 
be made soon. Sishir owns a 5.7 
per cent stake in Bajaj Auto and 
Bajaj, a 55 per cent stake in Bajaj 
Hindusthan. 


Approved: By the Cabinet 
Committee on Economic Affairs 
(CCEA), the sale by the government of 
an 8 per cent stake in Maruti Udyog 
to public sector banks and 

financial institutions for Rs 1,100 
crore. The sale will reduce the 
government's stake in the company 
to just over 10 per cent. 


[ ees BY TV TODAY, PART OF THE INDIA 
Today Group that publishes this magazine, 
Tez, a headlines-only channel. "Tez fills a gap 
(in the market) as there was no Hindi news 
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POTTED, TIMOTHY HOELTER, 59, VICE 

President, Government Affairs, 
Harley-Davidson Motor Company. 
Hoelter, a first-time visitor to India de- 
livered a keynote address at a conven- 
tion organised by Society of Indian 
Automobile Manufacturers (he is pres- 
ident of International Motorcycle 
Manufacturers Association). The good 
news: Hoelter thinks the ‘cruiser’ market 
in India will evolve over a period of time 
with “an increase in disposable incomes". 
He likes to think Harley’s motorcycles will 
soon be available in India (at prices be- 
tween Rs 4 lakh and Rs 14 lakh, with an 
additional 90 per cent import duty) but 
would rather not say when or how. 


THE LUX MAN 


THE MAN YOU SEE ON 
the right, Shah Rukh 
Khan, will be the first 
male anywhere in the 
world to endorse 
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channel catering to the young, who want to 
see news but are not interested in analy- 
Sis," says G. Krishnan, Executive Director 
and CEO, TV Today. Tez will address "the 
evolving viewership needs of modem Society," 
adds Aroon Purie, Chairman and Managing 
Director, TV Today. This is the company's 
third channel after Aaj Tak, the nation's #1 
news channel and Headlines Today, the 
choice of the young urbanite. 


Unilever's (HLL's) Lux. Everyone 
from Leela Chitnis (in 1941) to 
Kareena Kapoor has endorsed the 
beauty bar, but this magazine isn't 
quite clear why India's most 
saleable star has been chosen to 
do so. Maybe because he is 
India's most saleable star. 
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Asia's Daily News Diet 


TV is the staple of the region, but there are surprises. 


Favourite news content 
Not surprisingly it is current Ks D" else but entertainment in India. 


SAMPLE SIZE 7,978 1,948 1,000 1,019 





Trust in media 


Indians trust their media the most; or is it that Indian media is more credible? 
rA INDONESIA 


Al ' INDIA 
SAMPLE SIZE 7,816 1,836 996 1,019 





Media habits 















PHILIPPINES 


Indians and Indonesians are m— in terms of the blogging; the Chinese seem more net- mius 
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Read the weekend 

newspapers for over an hour 42 44 
Gone online to read a 11 i 22 I 1 
Received news or headlines 
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news to a friend or : 8 |. 13 } 14.5 4 
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subscribe l l 

None ofthe above © 46 | 31 | | 51 


All figures in per cent, except sample size 
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Diversification 





“> 


Ten years into the mobile-telephony era, 
India’s most successful telecom entrepreneur, 
Sunil Mittal is looking at ambitious plays in 
insurance, agriculture and airport infrastructure. 


R. SUKUMAR & SHAILESH DOBHAL 


UNIL MITTAL JUST CAN’T 
stop talking about the 
“Infosys campus” he is 
building. No, the 48- 
year-old Chairman of 
Bharti Enterprises is not 
getting into the IT services business; 
his reference is to a model farm 
the company’s agriculture arm, 
FieldFresh, a 50:50 joint venture 
with the Rothschild family after 
which the reticent financial 
conglomerate is named (the venture 


Insurance & Financial Services 


PARTNER: AXA Asia Pacific Life 
Insurance Company 

INVESTMENT: Rs 500 crore over 
two-three years 

PLANS: To sell insurance like it has 
done mobile telephony services; 
and across the 5,200 cities and 
towns where it has a presence 
MITTAL'S TAKE: “Both insurance and 
telecom require handling a large 
number of consumers, both are 
annuity businesses and both are 
highly regulated” 


Agriculture 


PARTNER: ELRo 

(A Rothschild company) 
INVESTMENT: $50 million (Rs 220 
crore) over three years 

PLANS: To have some 30,000 acres 
under cultivation in the next three 
years, and grow to at least a billion 
dollars (Rs 4,400 crore) 

MITTAL'S TAKE: “Ours is a pioneering 
effort and it will be big" 


is with ELRo Holdings India, a com- 
pany founded by Sir Evelyn and 
Lady Lynn Forester de Rothschild), 
is developing on 300 acres of land 
in Ladhowal, Punjab. Instead of ar- 
rays of coders, it will have arrays of 
every kind of vegetable known to 
man and then some. “It will be the 
best model farm in the country," 
gushes Mittal. “When our cus- 
tomers come down (to India), we'll 
take them there." And then, in the 
same breath, *Have you noticed 


any difference in the quality of okra 
you buy in the market?" 

Ten years after the beginning 
of the mobile telephony era, its 
poster boy, Mittal, also the 
Chairman and CEO of Bharti Tele- 
Ventures in which Bharti Enterprises 
holds a 45.9 per cent stake, is 
moving on, part of a journey that he 
hopes will create, in another 10 
years, a conglomerate “like the Tata 
Group or rc”. That doesn't mean 
he plans to exit telecommunications 


Airport Infrastructure 








PARTNER: Changi Airport Managers & 
Partners and DLF Universal Limited 


INVESTMENT: Project still in bid stage; 
unlikely to exceed a few hundred million 
dollars (Rs 400-600 crore) 


PLANS: To make Delhi airport a 
showpiece with malls, multiplexes, 
superior aircraft and passenger handling 
facilities and the like, and eventually 
build airports all over North India 
MITTAL'S TAKE: "If there's some part of 
the country's infrastructure that needs to 
be gold-plated, it is this" 


Telecommunications 


PARTNER: SingTel 


INVESTMENT: Rs 4,000-5,000 
crore this year 


PLANS: Continue to explore new price 
points; grow the subscriber base to 25 
million over the next two-three years; tap 
global opportunities if they make sense 
MITTAL'S TAKE: "Telecom is no longer just 
telecom; there are so many avenues for 
growth" 
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altogether, by selling out to a global 
telco such as Vodafone that is seek- 
ing a toehold in the Indian mar- 
ket. A question on this has become 
de rigueur in every interaction Mittal 
has with the media; for the record, 
the answer is *We are not avai- 
lable." (see "People Like Me Never 
Retire"). Actually, any company 
that acquires Bharti Tele-Ventures 
will end up with more than a toe- 
hold in the booming Indian tele- 
com market. The telco closed last 
year (April 2004-March 2005) with 
Rs 8,002 crore in revenues and Rs 
1,498 crore in net profits and its 
July 2004-June 2005 revenues have 
crossed the $2 billion (Rs 8,800 
crore)-mark; in three months ended 
June 30, 2005, it registered 
Rs 2,517 crore in revenues and 
earned Rs 510 crore in net profits; 
at last count, the company boasted 
a subscriber base of around 13 
million, which translates into a 





market share of between 21 per 
cent and 22 per cent; and as this 
magazine goes to press, the Bharti 
Tele-Ventures' stock is trading at 
Rs 319.70, close to its all-time high 
of Rs 325 (that translates into a 
market value of Rs 59,890.3 crore 
for the company). 

Agriculture is just one of the 
businesses Bharti Enterprises has 
entered: there's insurance (which 
will grow into mutual funds and 
other financial services), which the 
company has entered through a Jy 
with the AXA Group, a $121.6-bil- 
lion or Rs 5,35,040-crore (it ranks 
13 in Fortune's global 500) French 
conglomerate that is the world's 
largest insurance firm in terms of 
revenues; and there's the around 
$2-billion (Rs 8,800-crore) project 
to build a world-class airport in 
Delhi for which the government 
has just called for bids (competition 
is intense, and one of the govern- 
ment's key allies wants the entire 
project scrapped, but Mittal insists 
that if Bharti manages to win this 
bid, it will move on to building air- 
ports in smaller cities). If all goes 
well, says Mittal, in 10 years, "less 
than 50 per cent of our revenues 
could come from telecommunica- 
tions". That could explain why the 
man now speaks of okras and social 


security with the same passion that he 
once reserved for all things telecom. 


The Right Connection 

If there's something that links 
Bharti's successful run in telecom- 
munications to its foray into agri- 
culture, insurance and airport 
infrastructure (there is), it has to 
transcend the significant (but 
obvious) fact that it is Bharti Tele- 
Ventures that has given Bharti 
Enterprises the financial where- 
withal and the confidence to diver- 
sify into new businesses (as also the 
standing to attract partners such as 
the Rothschilds and AxA). This may 
be the 2000s and the 1990s’ 
favourite management buzzword, 
core competence, may be begin- 
ning to look worn, but Mittal him- 
self has always believed in it. “We 
have always been very clear that 
we will not move away from our 
core competence," he says. It's just 
that he sees Bharti's core compe- 
tence different from the way others 
"We have never seen the tele- 
com business as a technology one," 
says Akhil Gupta, Jt Managing 
Director, Bharti Tele-Ventures, an 
old-time Bharti hand and a trusted 
aide of Mittal who is spearheading 
the insurance initiative. So, Mittal, 
Gupta, and just about anyone else 


do. 


The Airports Man 





in the senior leadership team at 
Bharti see the group's core compe- 
tence as the ability to manage 
annuity-driven services businesses, 
manoeuvre through regulatory 
minefields, and handle a large num- 
ber of consumers and the conse- 
quent marketing challenges (Bharti 
Tele-Ventures, for instance, has a 
presence in 5,200 towns and cities 
across India). 

Then, there's the thing about 
telecommunications no longer pos- 
ing the kind of challenges that excite 
Mittal. Each of the new businesses, 
he admits, does that, and all three, 
he claims, have the potential, over 
time, to grow to be as big as Bharti 


Anything To Do With Numbers 


Tele-Ventures (It will have 25 mil- 
lion subscribers by 2008, if not 
2007, which will make it among 
the 10 largest mobile telephony 
companies in the world), besides 
meeting the original objective of 
diversification: make more money 
for Bharti Enterprises than an 
incremental investment in the tele- 
com business or in the market 
would have. *There is nothing 
unusual about venturing into other 
businesses," says Kishore Chaukar, 
Managing Director, Tata Industries. 
*A good entrepreneur is one who 
seizes a business opportunity and 
it doesn't matter if it is insurance or 
telecom or steel." 


The Constant Gardener 


Rakesh Mittal 


Vice Chairman, Bharti Enterprises 


THE ELDEST OF THE THREE MITTAL BROTHERS, RAKESH 
currently spearheads the group's oldest business, 
the manufacture of telephone instruments. He 
is also the person driving FieldFresh, the agri- 
culture initiative of Bharti Enterprises (a joint 
venture with ELRo). “Anyone can procure, 
pack and export cereals," he says. "In perish- 
ables such as vegetables and fruits, it needs a 
big player like us to work on creating the non- 
existent infrastructure chain." That's exactly 
what takes up most of his time these days. 





A Green Thumb 


If you are from Punjab, it is incon 
ceivable that you do not know 
something about agriculture. Mittal 
comes from Ludhiana, an indus 
trial town in the state and that may 
well be one reason for his passion 
for agriculture. *The guiding thing 
for us to get into any business 1s 
that we should be able to make a big 
difference," says Rakesh Bharti 
Mittal, the eldest of the three Mittal 
brothers who own Bharti Enter- 


prises, the company's Vice € hair- 
man. and the driving force behind 
FieldFresh Foods Private Limited 
(the Mittals are a unique business 
family in that they do not seem to 





pa 


"PEOPLE LIKE ME 
NEVER RETIRE" 


Will you still retire at 50? 

People like me never retire. All I have always said is 
that I will not be running the telecom business then. I 
am almost 80 per cent there. 


You spoke of oil money fuelling telecom bids and consoli- 
dation elsewhere. Have you been approached by any of 
these West Asian players? 

No. I do not think any of them is looking seriously at 
the Indian market right now. 


Have you been approached by Vodafone? 

Nobody at all. I think we would be aproached if we 
were available. We have always made it very clear that 
we are not. 


What's the future of the telecom business? 

It hasn't run out of steam. It’s a bit like Pacman in that 
it keeps growing and eating other businesses. For 
instance, now people buy more phones with cam- 
eras than cameras themselves. Micro-payments is 
another growth option. We don't know whether we 
need a banking licence for that, but are looking into it. 
There are so many avenues for growth. 


Do you have any role models as far. 
as a conglomerate goes? 

Not particularly, but GE's 
services business is one. 
The Whampoa Group 
is another. 
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believe in primogeniture as far as management 
responsibilities are concerned). “Agriculture has the 
potential to change the face of the country.” 
FieldFresh has some 850 acres under cultivation, 
will focus exclusively on fruits and vegetables (it has 
exported some consignments; been forced, by lo- 
gistical constraints to release most of its produce lo- 
cally; but as Sunil Mittal cheerfully says, it’s all part of 
the company’s learning experience), and has roped in 
Snowmen’s, a Mitsubishi subsidiary to provide the req- 
uisite mobile cold-chain. “There is a huge demand for 
fresh fruits and vegetables across the world,” says Ravi 
Deol, President & CEO, FieldFresh Foods. “India 
currently owns less than a per cent of its business.” 
Agriculture isn’t too capital intensive (FieldFresh 
plans to invest $50 million or Rs 220 crore over 
the next three years), and the company will largely 
grow through partnerships with farmers, warehous- 
ing companies and transporters. Compared to tele- 
com, the regulatory environment is benign, with the 
central government making changes in the Agriculture 
Produce Marketing Committee (APMC) legislation to 
give contract farming a fillip. “Agriculture is a good 
word politically,” grins Mittal, who has always been 
sensitive to the sensibilities of the polity (his late 
father was a politician who owed allegiance to the 
Congress party that is currently the largest con- 
stituent of the coalition ruling the country), 


The Social Security Business 
That Bharti is keen about changing the rules of the 
game in whichever business it enters is evident 
from its plans for insurance. Bharti AXA Life 
Insurance Company may be the 14th private insurer 
in the country, but Gupta is convinced that the 
business, like telecommunications circa 1999, is 
waiting to take off. “The success of the telecom 
business came once it went mass,” he points out. 
“Unfortunately, private insurers have been pre- 
occupied with high net worth individuals.” By the 
first quarter of 2006, Bharti axa should have its 
licence and operations in place; over the next three- 
four years, the company will invest around Rs 
500 crore in building a mass-based insurance 
business (it will invest more if the need arises, 
says Gupta, given that insurance is an equity-in- 
tensive business). The way Mittal & Co. sees 
it, India will have around 500 million mobile 
telephony subscribers sometime in the next 
10 years; it is inconceivable, they reason, 
that at least every one of these subscribers, 
does not want to be covered by insur- 
ance. “An Airtel (Bharti Tele-Venture’s 
^ service brand) customer shells out at 


UCO Mortgage Loan promises you more 

















HIGHER SEA GREATER 


LOAN LIMIT BENEFITS 


Loans as high as Rs. 50 lacs. A chance to use your Overdraft facility available 


Loan amount as high as 6096 property to your advantage Repayment in up to 84 EMIs 
of the value of the property. when you are in need. 
INTEREST RATES 


Lower rate of interest in case 
of floating rate option. 


For details contact your nearest branch of UCO Bank 


ent am (e) uco BANK 


(A Govt. of India Undertaking) 
Honours Your Trust 
www.ucobank.com 


THE GLOBAL TELCO? 





Keen? yes. Ready? yes. But this isn't the right time, says Mittal. 


T INTERNATIONAL FORA, SUNIL MITTAL IS OFTEN BUTTONHOLED 

by people (think politicos, CEOs of intemational telecom 

companies, equipment vendors) keen to understand just 
how Bharti Tele-Ventures provides mobile telephony at costs 
as low as 1 or 2 cents (40-80 paise) a 
minute. The company's business model of 
outsourcing key functions like network man- 
agement and IT is reportedly being studied 
closely by global heavyweights such as 
Vodafone. And, in the next couple of years, 
Bharti Tele-Ventures will have around 25 million subscribers. 
So, is going global the next step? Mittal is keen, and believes 
his company is ready to do so, but insists that the timing is all 
wrong. Reason? The spiralling prices of oil have made several 
West Asian players the driving force behind telecom consoli- 
dation. For instance, in March, Kuwait's MTC paid $3.4 bil- 
lion (Rs 14,960 crore) for Africa's Celtel; Bharti lost out on its 
bid to become the second mobile telephony company in 


lAi ted 


Maldives, to Kuwait's Wataniya Telecom; and Turkey is in the 
process of auctioning a mobile licence with a high reserve price 
of $2.6 billion or Rs 11,440 crore. Mittal also believes that with 
the Indian telecom market continuing to grow at a torrid 
pace, the company isn't in a position where 
it has to look for growth elsewhere. "In five 
to six years, the market here may stagnate 
and we may have to look abroad for 
growth," he says. By then, of course, Bharti 
Tele-Ventures will also have a much bigger 
balance sheet to leverage. And although some analysts believe 
the stock has room to grow (a recent Citigroup report lists a tar- 
get price of Rs 400 for a stock currently trading at Rs 315- 
levels), others, like Sanjeev Prasad of Kotak Securities believe 
the company has to continue running to stay where it is. "It's 
an expensive stock and it has to maintain high revenues 
and profits going ahead, for even a slight disappointment on 
these figures will be cause for concern." 








least Rs 200 a month on phone 
bills," explains Gupta. *He is in a 
position to spend at least the same 
amount on social security, especially 
in a country with no government- 
provided safety net." He should be. 


Gold-plating Airports 

The business Sunil Mittal is most 
excited about right now is airports, 
where the Bharti Enterprises- 
Changi (the Singapore Airport com- 
pany)-DLF consortium is bidding 
to build and run the Delhi Airport 
(there are seven other bidders, inc- 
luding the likes of Reliance Airport 
Infrastructure and the Ajay Piramal 
Group, so it promises to be one 
of those hard-fought bids). 
Ironically, he is very guarded while 
speaking about this business, not 
surprising, given the competition, 
the fact that the winning bid will 
largely be decided on price, and 
that political opposition to the very 
bidding process itself is strong. “If 
any area of the country's infra- 
structure needs to be gold-plated, it 
is this," says Mittal, who claims 
the consortium will present a bid 
that is technically best-in-class and 
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leave the rest to, well, chance or 
whatever else it is that decides how 
government contracts are won (or 
lost). If Bharti wins the bid, (the 
company is studying the transaction 
document as this magazine goes to 
press and partner Changi is not 
particularly happy with some of 
its provisions), says Rajan Mittal, 
Sunil's younger brother and Joint 
Managing Director, Bharti 
Enterprises, “it will be the trigger 
for us to get into airports all around 
North India". That may also ne- 
cessitate entering businesses such 
as retail, real estate and entertain- 
ment (each airport will sort of be 
like a mini-city). Actually, Bharti 
did look at retail as a diversification 
option before deciding against it. 
*We have always entered businesses 
where foreign participation is 
allowed," says Mittal, explaining 
that this helps the group learn 
faster. If the Bharti-led consortium 
doesn't win the bid for the Delhi 
airport, he adds, it will just walk 
away from the business entirely. 
“Bharti is following the haloed 
footsteps of other big Indian 
business groups such as the Tatas 


and Reliance," says Sanjeev Prasad, 
an analyst at Mumbai-based Kotak 
Securities who tracks Bharti Tele- 
Ventures. He doesn't sound terri- 
bly excited by the new businesses; 
then, that could be because, as he 
points out, he doesn't cover any of 
those sectors. In a best-case sce- 
nario, says Mittal, all three busi- 
nesses will work out. In a worst- 
case one, should the airport bid 
fail, the other two should work 
out. *I do not know about its 
diversifications, but Sunil has come 
a long way," says A.K. Sinha, 
Chairman and Managing Director, 
Bharat Sanchar Nigam Limited. “I 
have seen him selling telephone 
instruments to the Department of 
Telecommunications.” 

All along, Sunil Mittal has 
claimed that he will step away 
from running the telecom business 
when he turns 50. The passion he 
exhibits towards his new ventures, 
insurance, airport infrastructure, 
and agriculture may well be indi- 
cation of his desire to ensure that 
he has something substantial to 
gift himself on his 51st birthday. 
He's earned it. 8 
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Messrs. 


In 10 years, India has seen its share of telecom 


HEN THE GOV- 

ernment anno- 

unced the 

launch of 

mobile phone 

services, and si- 
multaneously threw the business 
open to private players 10 years 
ago, some 18 Indian companies 
ventured into the business. There 
were big industrial groups like the 
Tatas, the Birlas, the Ambanis, the 
Nandas and the Modis. There were 
second-tier business groups such as 
BPL, the Jhawars of Usha Martin, 
the Thapars of Ballarpur Industries 
and Analjit Singh of Max India. 
And there were a string of small 
telecom equipment makers like 
Rajiv Mehrotra of Shyam Telecom, 
C. Sivasankaran of Dishnet, 


STAYING PUT 


Mahendra Nahata of HFCL and Sunil 
Mittal of Bharti Telecom (it’s an- 
other matter that Mittal is the 
biggest private sector telecom 
operator now). 

Circa 2005: only half of the orig- 
inal entrants continue to exist in 
the highly competitive—and 
lucrative—telecom services industry. 
In fact, there are only six entities (in- 
cluding public sector Bharat Sanchar 
Nigam Ltd or BSNL and Mahanagar 
Telephone Nigam Ltd or MTNL) 
that have pan-India presence (see 
Staying Put) and are likely to remain 
in the business in the long term. 

The industry has gone through a 
series of ups and downs: regula- 
tory uncertainties, policy upheavals, 
technology disruptions, and accom- 
panying legal wrangles. “However,” 


says Rajeev Chandrasekhar, who 
recently sold BP. Communications 
to Essar Group in the country’s 
largest-ever telecom deal (Rs 4,400 
crore), “telecom is the only private 
sector success story in the infra- 
structure sector.” From a few thou- 
sand subscribers in 1995 and less 
than a million.in 1998, the industry 
now serves 60 million, and adds 
2.5 million subscribers every month. 
Ten years ago, mobile phones in 
India cost Rs 20,000; today, phones 
are available for as low as Rs 2,500. 
The cost of talk time has come 
down from Rs 14.5 a minute a 
decade ago to 40 paise currently. 
And teledensity has shot up from 
0.8 per cent in 1994 to about 10 
per cent now. 

The inflection point came in 
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Tata Teleservices' Ratan 
Tata: A late entrant into 
CDMA, but pushing hard 


Reliance Infocomm's Anil 
Ambani: Riding on both 
CDMA and GSM 


BSNL CMD A.K. Sinha: 
Hopes to add 20 million 
subscribers every year 


MTNL's R.S.P. Sinha: A 
merger with BSNL is on 
the cards 
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2002, when Reliance Infocomm en- 
tered the mobile telephony business 
offering limited mobility using Code 
Division Multiple Access (CDMA) 
technology at rock-bottom rates. 
The protests by the existing opera- 
tors using the GSM standard went 
unheeded, and in 2003 the govern- 
ment made licences technology-neu- 
tral by introducing a unified service 
access licence. Reliance offered mo- 
bile phones for as little as Rs 500 (via 
a buy-now-pay-later scheme) and 
introduced tariffs as low as a post- 
card (40 paise). The result: an all 
round tariff reduction, and an 
explosion of subscriber base. From 
6.6 million in 2002-03, the 
subscriber base expanded five-fold to 
33.3 million in March 2004. 
*Regulatory constraints have 
been eased in response to 
unrelenting market pressures, and 





entrepreneurs come, win, and in some cases, go. sua» r.v. 


Then And Now 


1995 2000 2005 
No. of mobile operators 18 17 11 


No. of mobile subscribers* Negligible 1.9 60.3 
Teledensity (per 100) 0.8 27) 97 


Mobile tariffs (in Rs)** 14.5 6 0.4 


*|n million **Per minute 


this has created ideal conditions for 
growth opportunity, investment 
and consolidation in the telecom 
sector,” says Kobita Desai, Telecom 
Analyst, Gartner. Now, the industry 
is clearly divided between GSM and 
CDMA operators although the former 
accounts for 80 per cent of the 60- 
million subscriber base. Bharti, 
Hutchison Essar and BSNL are 
driving the GsM business, while 


Source: Industry estimates 


Reliance and Tata Teleservices 
remain the only two significant 
players in the CDMA space. 

So where is the market headed? 
Cellular services have become 
affordable with declining service 
costs and the advent of low-cost 
phones (Philips is developing a 
phone that costs Rs 1,000). This 
will take the Indian market, 
according to Gartner, to cellular 





Essar’s Shashi (L) and Ravi 
Ruia: Acquiring firms like 
BPL; will merge with Hutch 


Bharti's Mittal: The largest 
mobile operator with 12. 
million subscribers 


Hutch’s Asim Ghosh: The 
only foreign operator to stay 
put from 1995 till now 


Idea Cellular’s Vikram 
Mehmi: Holding a brief for 


" both the Tatas and the Birlas 
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VALUE BUYS 


Another round of consolidation could see four more operators exiting. 


Develop a business, build value and sell out: (From left to ri 


Communications’ B.K. Modi and HFCL Infotel’s Mahendra Nahata 


ELECOM HAS BEEN A GREAT ARBITRAGE 

opportunity for most early entrants 

(see And Those Who Hung Up). 
With the market being carved up 
between five or six large national players, 
there are a few smaller entities ripe for a 
takeover. Take the case of B.K. Modi 
whose Spice Communications has a 
presence only in Karnataka and Punjab. 
Recently, the Essar Group tried to acquire 
foreign partner Distacom's 49 per cent 
stake in Spice, resulting in a legal row 


penetration levels of 30 per cent, or 
300 million connections, by 2009 
(Rs 1,00,000 crore in terms of rev- 
enues). The government, for its 
part, has set a target of 250 million 
telecom subscribers by end 2007. 
That means the next level of 
growth will come from the low 
income users residing in the hin- 
terland (in metros, the penetration 
of mobile phones has already over- 
taken that of fixed lines). “In the 
coming years, the capability and 
capacity to invest in penetrating 
semi-urban and rural markets will be 
important determinants for 
creasing market share," says 
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between Modi and the foreign partner. 
However, once the shareholder issues are 
resolved, it's anybody's guess when 
Spice will sell out. C. Sivasankaran of 
Sterling Infotech is the most oppor- 
tunistic player in the business. His strat- 
egy has been to develop a business, 
build value and then cash out. 
Sivasankaran, who had attempted to 
sell his Chennai and Tamil Nadu (Aircel) 
circle operations to Hutchison Essar last 
year, has picked up licences for six 


Gartner's Desai. Says Kishore 
Chaukar, Managing Director of 
Tata Industries and the man who 
pioneered the group’s telecom ini- 
tiatives, “This is a business where 
you can’t be a small player.” 

The Tatas recently upped their 
stake in Idea Cellular (operating 
in 11 circles) to 48 per cent, and 
have expanded their CDMA serv- 
ices (Tata Teleservices) to 20 cir- 
cles. Reliance Infocomm, which is 
aiming to go to more than 5,000 
towns by the end of the year, is 
also pushing the GsM services in 
the eastern region through Reliance 
Telecom. The state-owned BSNL, 





ght) Sterling Infotech's C. Sivasankaran, Spice 


more circles in the eastern region, which 
include North-East, Assam, West Bengal, 
Orissa, Bihar at virtually zero cost. His 
plan is to build viable businesses in 
these under-penetrated areas (teledensity: 
1.4 per cent) cheap, and then cash out 
at a later stage. Shyam Telelink (present 
only in basic and CDMA services in 
Rajasthan) and HFCL Infotel (Punjab) are 
others who may look for an opportunis- 
tic exit anytime soon. There's no short- 
age of buyers. 


which entered cellular telephony 
only in 2002, is emerging a leader 
in the hinterland and plans to be 
present in every town with a pop- 
ulation over 5,000 (there are 
18,000 such). *We will be adding 
20 million customers a year for 
the next three years," says A.K. 
Sinha, Chairman and Managing 
Director, BSNL. Similarly, Bharti, 
the largest private sector operator, 
is present in all 23 circles. Adds 
Chaukar, “The game is getting big- 
ger. Five or six years down the 
line, 50-60 million customers per 
operator will not be unusual." 
Indian telcos have arrived. 


it's good to be a star... 
you get pampered by fans, 
loved by secret admirers...and 
envied by your colleagues! 


They all share a special place 
in my life - my 1GB 
Yahoo! India Mail inbox! 
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The arbitrageurs: (From left to right) For Max India’s Analjit Singh, it's now insurance and healthcare; BPL 
Communications’ Rajeev Chandrasekhar cashed out to Essar; Escorts’ Rajan Nanda used the money from selling 
Escotel to Idea to restructure the group; and RPG Cellular's Harsh Goenka is now into retail and music 


OUR OF THE EIGHT ORIGINAL LICENCEES 
for the metro circles—Delhi, 
Mumbai, Chennai and Kolkata 


do not figure in the current landscape of 
the mobile telephony market. Nor ‘do 
half the original 14 companies that ope- 
rated in 18 non-metro circles. The most 
recent to log out from the industry was 
Rajeev Chandrasekhar, who sold his 
stake in BPL Communications to the 
Essar Group (the total value of the deal 
is Rs 4,400 crore) in July this year. 
Chandrasekhar was one of the first to 
enter the mobile services business by 
procuring the licence for the Mumbai cir- 
cle in November 1994 (he was the 
highest bidder). However, with piles of 
cash in hand, he is not retiring. “Now my 
primary aim is to develop another fran- 
chise. It can be from any of the areas- 
technology, telecom and infrastructure," 
says the techie-turned-entrepreneur. 


One of the first companies to move 
out of the telecom business was Analjit 
Singh's Max India, which made a cool 
Rs 450 crore after selling its majority 
stake in the Mumbai circle operations to 
partner Hutchison way back in 1999, "| 
don't regret getting out then,” says Singh. 
“We have used that cash to enter new 
areas like life insurance (Max New York 
Life) and healthcare (Max Healthcare 
Ltd)." The Delhi-based Escorts Group 
had looked like a serious telecom player 
till two or three years ago. However, 
after it failed to rope in a strategic investor 
and with its companies in other busi- 
nesses weighed down by debt, the group 
sold off its telecom business (Escotel; 
present in Uttar Pradesh West, Haryana 
and Kerala) to Idea Cellular for Rs 275 
crore. The Goenkas of the RPG Group, 
who exited their Chennai circle in favour 
of C. Sivasankaran of Sterling Infotech in 


December 2003, are now focussed on 
retail and music businesses. The Jhawars 
of Usha Martin, one of the largest manu- 
facturers of steel ropes in the world, 
sold their Kolkata circle operations to 
Hutchison Essar and are now back to 
their core business. 

The Hindujas sold their 30 per cent 
stake in Fascel (Gujarat circle) to Hutch 
two years ago, the Thapars of Crompton 
Greaves divested their stake in Skycell 
(Chennai) in 2000 to Bharti, which 
also acquired the Andhra Pradesh and 
Punjab licences of JT Mobile around the 
same time. The only company that is 
out of business and couldn't get 
acquired was Vinay Rai's Koshika. It 
had licences for UP East, Bihar and 
Orissa circles, but these were termi- 
nated in 2002 by the Department of 
Telecommunications (DoT) for non- 
payment of dues. IM 


The early exits: (From left to right) Koshika Telecom's Vinay Rai squatted on licences till DoT evicted him; Usha 
Martin's B.M. Jhawar is back to making steel ropes; JT Mobile's Raja Mohan Rao exited very early; Fascel's A.P. 
Hinduja is now merely an investor in Hutch; and Skycell's L.M. Thapar sold out to Bharti 
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= Hot crude fails 1o dampens 1 S had ow 


Promoters swear on the governance bible, 
x investment banks point to their tall Chinese 
N Bis market walls, and the regulator plays its fiddle even as 
: freakish spurts in stock prices prior to a 
company making a transaction announce- 
ment become increasingly common. Is 
T e rampant insider trading Indian markets' 
Mi- dirty little secret? KRISHNA GOPALAN 





UNE 1, 2005: THE STOCK OF ADLABS FILMS, A 

production to processing entertainment 

major, is quoting at a modest Rs 162 on 

the National Stock Exchange (NSE). In 10 

days, the price creeps up to a little under 

Rs 190, with trading volumes galloping 

19 times. By June 29, Adlabs is on a 

high, crossing the Rs 200 mark. On 

the last day of the month, Anil 

Ambani's Reliance Capital sends notices to the 

stock exchanges, informing them about a de- 

cision to acquire a 51 per cent stake in the en- 

tertainment company. The Adlabs stock by 

then has gone crazy, up to Rs 241 on the 
day of the announcement. 

Point to note: The Adlabs scrip rocketed 

49 per cent between June 1 and 30; the 


Hot crude fails 





Tech, Banking, Auto Scrips Do Wa, Nifty crawled just 6.37 per cent in 
R Slides | Ov MORE n ELE the same period. 
næ i July 11, 2005: The stock of 


AW VSNL, the Tatas’ communications 
N solutions provider, is quoting at 
aA & a modest Rs 278 on the 
National Stock Exchange. By 
July 20, the price creeps up 
to a little over Rs 360. Five 
days on, the Tatas announce an acquisi- 
tion of the Bermuda-based Teleglobe 
International Holdings for Rs 1,000 crore. 
a ren af The vsNL stock has, of course, gone deliri- 
Pa thy > ous by then, almost kissing Rs 400 in 
me, Sume the lovers im die 


market inchude HDPC Wank, 
uver SAM. and Colgate Fo 


funds c ontinued to be buyers 
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intra-day trading on that day. 
Point to note: The VSNL scrip rock- 
eted 40 per cent between July 11 
and 25; the Nifty crawled just 3.29 
per cent in the same period. 
These are just two of the more 
recent, and glaring, instances of a 
sharp run-up in share prices—rela- 
tive to the market as a whole— 
days, weeks, and often even months 
before a company makes a major 
announcement, which more often 
than not is an acquisition or a di- 
vestment. Such curious spurts in 
stock prices prior to a deal being 
closed out can mean only one thing: 
That either the promoters, or the di- 
rectors, or the management, or the 
lawyers, or the accountants, or the 
investment bankers, or the public re- 
lations punter, or just about any- 
body with information pertaining to 
the transaction—which, needless 
to say, is unavailable to the general 
public—has made a huge killing. 
By buying stock in advance, armed 
with information that's going to 
send the price soaring, these gen- 
tlemen—fittingly dubbed insiders— 
pocket obscene sums of money by 





Is it something like day trading? 


selling those securities when the 
announcement of that price-sensi- 
tive deal is finally announced. 
Which, needless to say, is when 
the humble folk start buying, by 
which time the upside is minimal if 
not non-existent. Result: The in- 
siders have profited at the expense 
of the uninformed trader—which 
could well be you. 

The problem with this modus 
operandi—which really isn’t half as 
elaborate as it sounds—is that it is 
illegal, with punishments ranging 
from hefty fines to jail terms. The 
good part, or the bigger problem, 
depending on which side of the 
fence you reside, is that nobody 
ever gets caught (partly because 
it isn’t easy to nail an insider). 
“The truth is that there is not suf- 
ficient realisation that insider trad- 
ing is serious. There is just not 
enough investor education,” points 
out well-known investor Rakesh 
Jhunjhunwala. 

The market watchdog, the 
Securities & Exchange Board of 
India (SEBI), has the mandate to 
step in if the stock exchanges do 


UMESH GOSWAMI 





“While we do keep investors 
informed on what is going on in 
the company, it is difficult to 
control speculation” 


Manajit Ghoshal/ CFO/ Mid-Day Multimedia 


y A Go At Insider Trading? Read This First 


plans, to name a few areas. 


Hmm... not exactly. Brush aside the legalese, and it's 


basically trading in shares when in possession of 
unpublished price-sensitive information relating to a 


company's affairs. Even communicating such in- 
formation to those involved in buying or selling 
shares can be construed as insider trading. 


So who then is an insider? 

-. SEBI (Securities and Exchange Board of India) 
regulations define an ‘insider’ as a person who is or 
was connected with a company and who is rea- 
sonably expected to have access to unpublished 
price sensitive information in respect of securities 
of a company, or who has received or has had ac- 
cess to such unpublished price sensitive information. 
Price sensitive information would include financial 
results, declaration of dividends and expansion 


‘It must be difficult to monitor, right? 


rue. At any given time, there are a large number of 
and intermediaries operating in the market. It 


as that of insider trading. It is important to have so- 


So maybe | could get away with it? 

Maybe. But according to SEBI regulations, 
you could be slapped with a penalty of Rs 25 
crore or three times the profit made out of insider 


trading, whichever is higher. Abroad, jail sen- 


tences aren't unusual. Ex-ImClone Systems CEO 


Samuel Waksal was slapped with a seven-year sen- 


tence in 2003. 
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VSNL/ Teleglobe 
Deal: VSNL's buyout of Teleglobe 
Deal Announced July 25, 2005 


eciation between July 11 


stock price appr 
39.77 per cent 


VT EN A f 
witty gain in Sa 


ne period: 3.29 per cent 
Company response: No comment 


Citi/ i-flex 


Deal: Citi exiting its holding in i-flex in 
favour of Oracle 


Deal announced: August 2, 2005 


price appreciation between Jul. 1 & Aug. 2 


3 84 per cent. gem on August 1 (the 


day before the announcement) 


increased three-fold 
Nifty gain in same period: 6.41 per cent 


Company respo 


Increase in i has taken place on th 


Have stringent policies on personal investme 


Reliance Capital/ Adlabs 


Deal: Reliance Capital acquiring a 51 per 


cent stake i in Adlabs 
Deal "m" need: June 30, 2005 


ciation between Jun. 1 & Jun 


48. zn cent 
ne period. 6.37 per cent 


sponse 


Reliance | Capital declined to comment. Adlabs 


ensure no information leaks out 


Mid-Day Multimedia 


Deal: Mid-Day Multimedia announcing a 
preferential i issue of equity shares to Fils. 


eal Announced: August 23, 2005 
Stock price appreciation between Aug. 1 & 23 
29. 84 per cent 

lifty gain in same period: 0.35 per cent 





y response: Speculation is beyond our « 


Figures in the stock charts are NSE closing prices in Rs 
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note any unusual price movements. 
But then, sEBI doesn't exactly have 
a glorious record when it comes to 
cracking down on insider trading, 
which probably explains why it 
happens with such monotony and 
impunity. The stock exchanges for 
their part claim to follow standard 
investigation procedures. *All mar- 
ket movements are watched 
closely, and deviations in price and 
volume are captured," points out 
BSE CEO Rajnikant Patel. 

In sEBI's defence you have to 
say that insider trading is notori- 
ously difficult to pin down. And 
that's why Br too will be the first to 
admit that the run-up in the prices 
of the VSNL and Adlabs stocks is 
doubtless an inadequate indicator of 
insider trading in these scrips. Much 
more data would need to be col- 
lated to come close to proving 
that—and if SEBI isn't in a position 
to do so, pray how can BT ever 
even pretend to? SEBI officials were 
unable to comment, and most of 
the promoters BT spoke to claimed 
ignorance to their stocks' price 
high-jinks. *We are not sure how it 
works; at our end we try to be 
careful to ensure there is no leak in 
information. Those in my office 
got to know of the deal with 
Reliance Capital only when they 
saw it on the television channels," 
shrugs Adlabs Chairman 
Manmohan Shetty. Officials at VSNL 
and the Reliance Capital spokesper- 
son had no comment to offer. 

According to a senior market 
observer, in most cases the insider is 
none other than the company it- 
self. “Typically, someone in the 
company intimates a group of bro- 
kers who are quick to take posi- 
tions on the stock and by the time 
the announcement takes place, 
everybody has profited,” he ex- 
plains. He hastens to add that this 
can rarely be proven and is some- 
thing that happens across the world. 
What's more, the inevitable time 
lag from the time a deal is on the 


negotiation table to the point of in- 
timating the stock exchanges when it 
is concluded is an open invitation 
for insiders to cash in. 

Yet, pinning the blame on the 
promoters would be simplistic, 
given that there are countless oth- 
ers in the loop who could be re- 
sponsible for the informed buying. 
As Manajit Ghoshal, CFO and Vice 
President (Corporate Services), 
Mid-Day Multimedia points out: 
“Speculation is beyond our con- 
trol. While we do keep the in- 
vestors informed on what is going 
on in the company, it is difficult to 
control speculation." Mid-Day 
Multimedia too is one of those pe- 
culiar stocks that witnessed a mas- 
sive surge prior to its board ap- 
proving a preferential issue of eq- 
uity shares to T Rowe Price 
International, a foreign institutional 
investor. While a communiqué was 
sent to the exchanges on August 
23, that the board would meet the 
following day to discuss the pref- 
erential issue, the stock had by then 
already seen a huge welling-up in 
volumes; on August 18 alone, vol- 
umes went up almost 13 times. 

Corporates also defend them- 
selves by pointing to their strong 
corporate governance ethics. Take 
the case of Oracle's recent acquisi- 
tion of Citi’s stake in i-flex: Volumes 
ballooned three times just a day be- 
fore the deal was announced. A 
company spokesperson, however, 
attributes the flare-up in volumes to 
the company's results, which were 
announced a day before the deal 
was. “We observe quiet periods and 
require permissions to buy or sell i- 
flex shares by the employees of the 
company and this makes our com- 
pliance with corporate governance 
very strong." 

Other than the company itself, 
the investment bank involved in 
the relevant transaction would also 
be privy to the price-sensitive in- 
formation. Is this the perfect breed- 
ing ground for an insider? Not at all, 


nyo 


“We are not sure how it (insider trading) works. At our end we try 





to be careful to ensure there is no leak in information” 


Manmohan Shetty/ Chairman/ Adlabs 


we also have our high levels of com- 
pliance, is the refrain. “Investment 
in stocks by an employee has to be 
cleared by his head of the depart- 
ment following which it goes to 
the compliance cell for approval. 
The compliance cell ensures that 
the employee is not investing in the 
stock(s) of a company on which he 
is working on," states JM Morgan 
Stanley Director Vishal Kampani. 
This is apart from the fact that no 
employee can sell his holdings for a 
month after he buys it. “The MARD 
(Mergers Acquisitions and Restruc- 
turing Department) team keeps the 
compliance department informed 
about the potential transactions 
based on which it is ensured 
through internal processes that there 
is no trading in a stock by a team 
which is working on it. This is an in- 
ternational practice and the conse- 
quences for not adhering to it could 
be fatal," adds Adi Patel, JM 
Morgan's Executive Director and 
Head, Mergers and Acquisitions. 
The problem, though, may be a 
more fundamental one than nitty- 


gritty like compliance and other 
such sub-heads ensconced in the 
market rule book. A Mumbai-based 
investment banker sums it up best 
when he says that when the markets 
are on a frenzied bull run, *cau- 
tion is typically thrown to the 
winds". What is required, he adds, 
is *a process of clear and quiet in- 
vestigation”. Sceptics, though, won- 
der why such a big noise is being 
made about insider trading, a prac- 
tice that’s arguably as old as spec- 
ulation itself. What's more, if the 
regulator itself isn’t capable of com- 
ing down on insiders, there’s lit- 
tle point in equating insider trading 
with other criminal activity. Yet, 
the classical case for curbing in- 
sider trading is that it maintains 
investor confidence in the integrity 
of the markets, and this confidence 
will deteriorate rapidly if specula- 
tors are allowed to trade on non- 
public information. That's the the- 
ory bit. In practice today on the 
Indian markets, both investor con- 
fidence and speculation rule; and 
the insider is king. 8 
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Purnendu's 


Till recently, Purnendu 
Chatterjee was West Bengal's 
blue-eyed boy. But now he's 
fighting a bitter battle with 

the state government for 
control of the jointly-owned 
Haldia Petrochemicals. 

What went wrong? 

RITWIK MUKHERJEE 


F THINGS HAD WORKED OUT AS PER 
Purnendu Chatterjee's plan, the 
Chairman of The Chatterjee Group 
(TCG) would by now have been part- 
czar of the polymer world. His suc- 
cessful bid, along with us-based Russian- 
born investor Leonard Blavatnik, for Royal 
Dutch/Shell and BasF’s polymer company, 
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TCG's Chatterjee: Reeling under a double-whammy 


ifo X GN 


The fight between Purnendu Chatterjee (PC) and the West Bengal government escalated rapidly over the last two months. 


July 6: The Chatterjee Petrochem (Mauritius) Co. writes 
to Sabyasachi Sen, Principal Secretary, Dept of Commerce 
& Industries, stating that funds have been arranged to buy 
519.90 million shares from the state government. 






July 15: PC writes to the Chief 
Minister asking for a quick resolu- 
tion of the sale. Sends a reminder to 
Sen, and encloses a letter from 
Deutsche Bank confirming a credit 
line for share purchase. 





July 25: PC sends another reminder to Sen on the stake 
sale stating that The Chatterjee Group (TCG) is ready to sign 
and buy out the government's stake. 


July 27: Sen writes to PC stating that the negotiations were 
not complete and that the state government was not 
interested in selling its stake to TCG at the moment. 


July 27: Tarun Das, Chairman of Haldia Petrochemicals 
Ltd (HPL), issues a memo to the board, enclosing the 
independent legal opinion on the sale of shares to Indian 


Basell Nv would not just have 
received clearance from 
European regulators, but the 
acquisition itself would have 
been completed. And 
Chatterjee, along with his friend 
of 15 years, would have been 
busy trying to “enhance com- 
petitiveness, operational effi- 
ciency, and financial perfor- 
mance” of Basell (as Blavatnik 
said of his to-do in a release 
after the acquisition was com- 
pleted on August 1). 

But today, less than four months 
after the 55-year-old made banner 
headlines for partaking in the $5.7- 
billion (Rs 25,080-crore) takeover, 
Chatterjee is embroiled in a bitter 
war with the West Bengal govern- 
ment for control of Haldia 
Petrochemicals (HPL), jointly pro- 
moted (the Tatas hold a token 3 
per cent stake) 11 years ago and 
showcased to the world as an 
example of the Communist state’s 
new industrial philosophy of 
development and partnership. On 
August 3, though, the almost year- 
old battle between the two took a 
turn for the worse, with the state 
government selling 7.5 per cent of 
its 33 per cent stake in HPL to Indian 
Oil Corporation (10C), despite 
Chatterjee's protests. 


Oil that says non-issue of shares to IOC will result in all | issue the shares to the company by 


the directors facing criminal action. 


July 28: Das writes to the board members of HPL ask- 
ing for their signature on the resolution for allotment of 


shares to IOC. 


July 31: TCG writes to the Company Secretary of HPL | 
stating that a minimum of 10 days notice is to be given 
as per the share subscription agreement dated July 30, 
2004, and that such a matter can only be dealt by a 


properly convened board meeting. 


August 2: Das writes to the Deputy Company Secretary 
of HPL asking him to go to Kolkata (he was in Delhi on 
that date) immediately to encash the IOC cheque and 





The Haldia Petrochemical complex: At the 
centre of controversy 


The non-resident Indian (he's 
been an American citizen for 15 
years now) responded by dragging 
the state-owned West Bengal 
Industrial Development Corpo- 
ration (WBIDC) to the Company Law 
Board (CLB), challenging the sale. 
On August 5, the CLB issued an 
interim order that did not bar the 
transfer, but asked status quo to be 
maintained in shareholding (see 
From Bad To Worse). A little over 
two weeks later, Chatterjee filed a 
second petition with the CLB, alle- 
ging fraud and interference by the 
state government in the day-to-day 
functioning of HPL. 

When BT went to press, a final 
hearing at the CLB was slated for 
September 27 and a final verdict 
expected over the next two days 
thereafter. Whoever wins the battle 


August 3. 





Order reserved. 


August 3: The IOC cheque is encashed by 
HPL. PC files a petition in the Company 
| Law Board (CLB), New Delhi, asking for 
restraint on the transfer of shares to IOC. 


will have to face a second round 
of legal battle in the higher court 
as the loser will certainly appeal. 
Says Chatterjee, a director on 
the HPL board and who splits 
time between New York and 
Mumbai: “I never wanted to 
move the CLB, but I was forced 
to do that. I still think there is a 
solution and the two parties 
concerned will have to sit 
together and find the solution." 


Sudden Souring 
Why has a man who's brought in 
the most foreign direct investment 
(Rs 800 crore-plus) into West 
Bengal suddenly fallen out of favour 
with the powers that be at Kolkata's 
Writers’ Building? There are no 
black and white answers, made 
worse by the fact that there are 
conflicting versions of the fight. 
But it is safe to say that the rea- 
sons behind his falling out have as 
much to do with business as politics. 
Curiously enough, maybe it's 
just coincidence and nothing more, 
Chatterjee’s problems seem to have 
started as his father-in-law and West 
Bengal Governor Viren Shah's term 
was coming to an end in 
December 2004 
(see The Father- 
in-law Factor). The 


August 5: Interim order by the CLB says no fetters on the 
10C transfer of shares, but there should be no change in 
the company shareholding pattern till the final order. 


| August 23: TCG files a second petition alleging fraud by 
the state government and interference by the state 
government in the day-to-day functioning of HPL. 
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first signs of trouble emerged at the 
HPL board meeting of November 
8, 2004, when the issue of getting 
IOC as an investor into HPL was 
mooted. Chatterjee, of course, 
opposed the idea, Since then, rela- 
tions between him and the state 
seem to have deteriorated rapidly. 
However, there are several ques- 
tions that need answering. For exa- 
mple, the state government had a 
formal agreement with Chatterjee to 
sell its share of HPL to him. So why 
did it renege on the agreement? 
According to state government 
officials, Chatterjee never really 
offered to buy the government's 
share, besides which he was unable 
to raise money or offer the expected 
price of Rs 28 per share. The fact is, 
Chatterjee did make the offer and 
even sent a letter dated July 6, 2005, 
to Principal Secretary (Department 
of Commerce & Industries), 
Sabyasachi Sen, informing him that 
funds had been arranged (from 
Deutsche Bank) for the purchase 
of about 519.9 million shares from 
WBIDC. But the letter does not men- 
tion any purchase price. (HPL shares 
were sold to 10C at Rs 10 a pop.) 
The other question relates to 






for over a decade now, say it was not only on the issue of Indian Oil's entry into HPL, but a 
number of other issues like bringing in additional equity capital that strained relations between 

the state and Purnendu Chatterjee. They say the two enjoyed the best of relations incidentally during 
Chatterjee's father-in-law Viren Shah's tenure as the West Bengal governor. The industrialist- 
turned-politician was in the governor's office between December 4, 1999 and December 13, 2004. 
The Mukand Group chairman was not only a personal friend of former Chief Minister Jyoti Basu, 
but, as the governor, was effective in helping the state in its industrialisation drive. People in the cor- 
ridors of power say that even in the initial days of Buddhadeb Bhattacharjee's tenure, Chatterjee was 
getting along well with the Alimuddin Street and Writers' Building apparatchiks. At one point of time, 
he was even billed as the blue-eyed boy of the Left brass, after he helped organise luncheon and din- 
ner meetings with US-based industrialists at the Raj Bhawan. It was during Shah's term that HPL 
-was flagged off. The state also clinched another ambitious deal with the Shahs for setting up a pri- 
vate port at Kulpi, near Haldia. It's only after Shah's departure that things started to move for the worse. 
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THE FATHER-IN-LAW FACTOR 


Purnendu Chatterjee’s pa-in-law Viren Shah was till recently a powerful man in Bengal. - 


R UREAUCRATS AND WBIDC OFFICIALS, WHO HAVE BEEN CLOSELY ASSOCIATED WITH. HALDIA PETROCHEMICALS 


the hurry with which the shares 
were transferred to 10C and the 
payment cheque encashed (see From 
Bad to Worse). Although Chatterjee 
pointed out that a 10-day notice 
was required as per the share subs- 
cription agreement, HPL ignored his 
demand. Why? When contacted, 
HPL Chairman Tarun Das refused to 
comment, stating that the matter 
Is sub-judice. 

There's another question that 
hasn't been answered properly. Why 
did the state government suddenly 
decide that Chatterjee could not 
leverage HPU's assets to fund his part 
of the Basell deal, when, obviously, 
he had made the bid with the state 
government's blessings? Says 
Nirupam Sen, the state commerce 
and industries minister: *HPU's pro- 
posed association in the Basell deal 
would have put additional debt bur- 
den on the company," which turned 
the corner only last year. 

Finally, did the Hindujas and 
Reliance Industries expressing 
interest in West Bengal's petrochem 
sector draw the state farther away 
from Chatterjee? Again, there are no 
straight answers, but that may have 
been a factor. In the last week of 


July, Ashok Hinduja met Chief 
Minister Buddhadeb Bhattacharjee 
and expressed his interest in 
investing in petrochem, among 
other sectors. Reliance; which was 
one of the bidders for Basell but 
was not shortlisted, already has 
investments in Haldia. It has 
acquired 30 acres of land for putting 
up storage facility. Besides, in his let- 
ter to Bhattacharjee, Reliance 
Chairman Mukesh Ambani men- 
tioned about a possible mega 
investment in the petrochem sector 
in the state—a fact disclosed by the 
Chief Minister himself on August 1. 
At the time of writing this 
story, Chatterjee seemed set for 
a long legal battle. Some industry 
watchers were also busy specula- 
ting that, eventually, Chatterjee 
may just decide to sell out to a 
bigger player and focus on his 
other investments in the country 
(he has about $2 billion or 
Rs 8,800 crore invested in India). 
It is possible that the denouement 
to the HPL drama may end up sur- 
prising everyone. But it will take a 
near-miracle to put Chatterjee 
back on the pedestal as West 
Bengal's blue-eyed investor. 8 
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Considering how much your unit's production depends on 
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Can Somebody Fix That 


Gas Pedal? 


As car sales—actually sales of pretty much anything on wheels and with an 
engine—screech into slowdown mode after two years of heady growth, manufac- 
turers are asking themselves: For how long, why, and why now? KUSHAN MITRA 


F MARUTI UDYOG, WHICH ACCOUNTS FOR 50 

» - è * . * 
PLIED, MOSTLY [e cent of all automobiles sold in India, is the 
country’s #1 carmaker, its high-profile, outspo- 
2004-05 2005-06 Growth ken Managing Director Jagdish Khattar is pretty 
: Lan, Much the barometer of the industry's mood and 
m S 151,559 155,526 a 2.62% well-being. Alas, the usually upbeat Khattar is soun- 
: ding a bit downcast these days. The reason is— 
- what else—fewer people are buying cars, unlike in 
— p ee 2004-05, a year in which passenger vehicle sales 
h^ 96,056 54,184 w -3.34% shot up close to 18 per cent. In the first five months 
of the current year, on the other hand, car sales 
^ have inched up just 5 per cent over the previous 
ym b .38,615* 49,004 A 26.90% year’s corresponding period. “There is no clear 
[ 1 answer (for the slowdown)," shrugs Khattar. Prod a 
bit more, and the Maruti Mp begins to voice his 
P concerns. “The purchasing power for cars in India is 
! 22415 22,38  4233% still extremely limited,” he laments. If Khattar is 
t s downbeat, B.V.R. Subbu, President, Hyundai Motor 
India, is perplexed. *Consumer confidence is sky-high 
C in India right now, people are buying in the markets, 
] 16534 17178 A389 they're buying electronics, they're buying property, 

they're just not buying too many cars." 

Doubtless, the entire Indian automobile industry— 
(ug emo ks cars in the main—is in the grip of a sudden slowdown, 
11271 14,673 A 30.18% coming as it is after two years of sound double-digit 
growth (26 per cent in 2003-04). In that light, the 
gloomy reactions of Messrs Khattar and Subbu are 
à F "ERREUR expected. But then as Kalpesh Parekh, automotive 
7,712 6,203 V-19.57% analyst at brokerage house Ask Raymond James, 
reminds us: “I think people have forgotten that this 
is a cyclical industry. In the last two years the indus- 
1.657 UN was try rode the boom cycle and now we are seemingly in 
, MO i bs ari a bust. Of course, I think there are a variety of factors 
that have contributed to the slowdown including 
VAT and the introduction of Euro-III norms, which 
have both increased prices; that has taken a toll on 






of respective years Source: SIAM, companies 
t year were hit by production snafus 
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new car sales. But I guess the industry 
will recover from this slump." That belief 
that the slump will likely be temporary 
and the fact that the stock market doesn't 
believe in any cyclical thingamajig is evident 
from the current levels at which the stocks 
of automakers are trading, at their 52- 
week highs or close to them as this maga- 
zine goes to press (September 4). 

The word "slump" of course was in 
nobody's lexicon in 2004-05. After all, 
the Indian auto industry had finally arrived. 
A buoyant economy coupled with low 
interest rates ensured boom times for 
car makers. The occasional fire-sale tac- 
tic—Hyundai Motor's ‘Diwali Dhamaka’ 
sale, for example, attracted an estimated 
30,000 orders in the space of two weeks 
(not all orders were converted into final 
sales)—added fuel to a sales explosion 
that was already under way. And it wasn’t 
just cars; commercial vehicles (Cvs), for 
long content with single-digit growth, 
showed a whopping 22 per cent spike in 
2004-05, buoyed no doubt by a thriving 
economy and tentative steps towards 
roads and highway creation. Two-whe- 
elers too continued its rapid march 
towards becoming a 10 million a units a 
year sector by 2010, growing 15.75 per 
cent to 6.2 million units last year 


(motorcycle sales grew by 19 per cent, 
continuing its decade-long run of gro- 
wing by over 15 per cent a year). 

But now that looks like a distant 
memory for automakers. While it might 
still be too early to write off 2005-06, the 
preliminary numbers do come as a shock. 
What’s more, if car sales did manage to 
show a 4.7 per cent growth in the first 
four months, it was thanks primarily to 
Hyundai’s low base in the previous year’s 
first half, when it was hit by major pro- 
duction problems. The spike in Maruti 
sales in the immediate wake of the Swift 
has also got to be factored into the first 
four-five months’ growth figures. The 
CV segment too, for some reason, has 
slipped into the slow lane, with sales 
growth of just 1.9 per cent in the April- 
July period (although tcv sales were up 
sharply). The two-wheeler segment con- 
tinues to ride in double-digit terrain, 
though the growth rate is lower than in 
the previous year, even as the scooter 
and scooterette segment took a tumble, 
declining by over 10 per cent. 

In such a scenario, almost inevitably 
the leader gets mauled the worst and, in 
Maruti’s case, its mainstays have been hit 
the hardest. “What is worrying me is 
the negative sales growth in our base 
Maruti 800 and the Alto ranges. I don't 
know whether this is happening because 
the market is getting saturated or because 
we got so taken up by the Swift that 


SLOWING DOWN 


2003-04 0005 
All numbers are for the period between April and July 


Growth numbers are for over the same period in the previous yé 
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Two-wheelers 
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I T'S BEEN LARGELY A TWO-HORSE RACE IN 
the two-wheeler industry, and it 
will remain that way for some time, 
. the fastest, but the #1 stallion still 
| leading the race by far. The Japanese 
pretenders on the track—Suzuki, 
which is launching later in the year, 
Yamaha with a slick new ad cam- 
paign, and Honda Motorcycle & 
(but as far as volumes go they're still 
(o atleast lap behind. 
(The big story thus far this year is 
|. picture above). While the overall 
| market has grown some 17.7 per 
cent in the first five months of 2005- 
06, Bajaj has surged by 42 per cent. 
Yet, the Pune-based manufacturer 
still has only 30 per cent of the mar- 
ket, way behind Hero Honda's domi- 
|. Rant 51 per cent. Hero Honda on its 
. part has grown 13.6 per cent in 


advertisements are paying solid divi- 
dends. Still, S. Sridhar, General 
Manager, Marketing, Bajaj Auto, 
not be as good as in 2004-05. “The 
motorcycle market might grow only 
15 per cent or even less this year as 
the floods in Western India will hit 
sales in the coming months. The 
good part, though, which Sridhar is 
quick to add is: “Bajaj Auto will con- 
tinue to grow at double the pace 
of the market.” 
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Is The Truckin Boom Busted? 


AC THREE YEARS OF ROBUST DOUBLE-DIGIT GROWTH, SALES OF COMMERCIAL VEHICLES (CVS) 
have lost plenty of their pace in the first five months of 2005-06. While light CVs 
did manage to muster 11.5 per cent growth, sales of medium and heavy CVs actually 
dropped 4 per cent. Should the industry be worried? Not really, says an Ashok Leyland 
spokesperson, who highlights the fact that the industry has nearly doubled in size 
over the last few years. “Keep in mind that the base of commercial vehicles in India 


has grown substantially and the fact that the market does not have 
the capacity to keep growing at the 20 per cent-plus growth rate 


of the last few years,” he explains. 


But the big fear is that this highly cyclical industry might have 
slipped into one of its inevitable down-cycles. Ashok Leyland 
believes that fear is unfounded as it expects sales to pick up once 
the festive season begins. In fact, the company estimates the over- $ 
all CV market will grow by at least 10 per cent this year despite % 
the disappointing first few months. “Also remember, the issues 
with Bharat-Stage Il and III norms did leave many transporters 
hedging their bets," adds the Ashok Leyland spokesperson. 


we forgot our two highest-selling 
models,” says Khattar. Sales of the 
22-year-old Maruti 800 have been 
slowing since 2003-4, but the slide 
in the first four months, of nearly 40 
per cent, is a major concern for 
Khattar. For the first time in almost 
two decades, the Maruti 800 might 
just end the year with sales under 
100,000 units (in the April-July 
period Maruti sold 25,707 800s). 
Hurt the worst is cv and car giant 
Tata Motors. Sales of passenger 
cars are down 3.3 per cent in the first 
five months, and cv growth too is 
slow at barely 2 per cent (that too on 
the back of increased light cv sales). 
A company spokesperson said that 
the company was adversely affected 
by the regulatory confusion over 
pollution control norms for com- 
mercial vehicles, which left Tata 
Motors short of certain critical com- 
ponents, and the rains in Gujarat 
and Maharashtra impacted passen- 
ger vehicle sales in these two states. 

For the leaders, this may be time 
for introspection, but it's not as if 
the entire industry is caught in the 
gloom. Honda SIEL, for instance, 
has been one of the more successful 
auto-makers in the first four months 
of 2005-06, registering growth of 
over 30 per cent. “I think we have a 
value product in the City... I think 





consumers are evaluating the vehicle 
they buy from a long-term owner- 
ship perspective, which is resulting 
in some manufacturers losing out 
because their cars are seen to be 
worse for the wear," explains Rajive 
Saharia, Deputy General Manager, 
Honda siEL Cars. 

Saharia adds that the current 
downturn is more a matter of 
expectation than any fundamental 
shift in the auto sector. V.G. 
Ramakrishnan, auto industry analyst 
at consultant firm Frost & Sullivan, 
feels the industry has only hit a 
minor roadblock. *Every once in 
a while there will be a hiccup," he 
points out. That hiccup won't ease 
up in the near term. “There will 
be the shradhs that will start from 
mid-September, and that will lead to 
a pretty bad slowdown in sales," 
grimaces Khattar. The inauspicious 
period on the Hindu calendar usu- 
ally sees a 30 per cent drop in sales 
for all manufacturers. “The shradhs 
are an awful time for a marketer,” 
adds Subbu. At the time of going to 
press, expectations of an excise 
duty cut on small cars were buil- 
ding hope amongst auto makers. If 
that doesn’t happen, it’s going to be 
a rough drive for the industry till 
the festive season—or who knows, 
even beyond it. m 
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Tier Il Blue 


Even as the big Indian IT 
companies get bigger, there are 
dozens of smaller companies that 
are struggling to grow. So what 
happens to them? ARCHNA SHUKLA 


AST WEEK OF AUGUST, WHEN BARING. PRIVATE 

Equity Partners India (BPEP) called off its 

four-month long effort to sell its 35.6 per 

cent stake in MphasiS BFL, there was palpa- 

ble relief among the employees and mana- 
gement of the Bangalore-based software company. 
Freed from the worries of an imminent change in 
ownership (the abortive sale had become a media cir- 
cus, with daily speculations on new suitors and jilts; see 
Baring's Plan B on page 24), the Rs 766-crore-in-reve- 
nues company could get back to business. 

But with the relief came an ominous realisation 
about the lack of oomph of Indian rr's tier II, to 
which MphasiS belongs. Says N. “Subbu” 
Subramanian, a partner at Baring, which recently 
moved to a new office in Gurgaon: *We started on a 
good note with both the financial as well as strategic 
investors, but every time we sat down to sort out the 
nitty-gritty, they would cite mid-tier rr's lack of 
growth as a reason to beat down the price far below 
what we thought was a fair valuation." 

It’s a fact that most of the mid-sized rr companies 
have been quoting at 13 to 14 times earnings, compared 
to 32 and 33 multiples of the big rr companies such as 
Infosys and Wipro. Their growth is also not likely to be 
more than 20-30 per cent in the near future, compared 
to the 50-60 per cent rate expected of tier-I companies. 
So the question is, where is MphasiS and others of its 
ilk, such as Polaris, Hexaware, Subex, Sasken, iGate, 
Patni and Mastek headed? With revenues ranging 
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Polaris Software CMD Arun Jain: His is one of the tier-Il 
companies taking a shot at the IT big league 


VIVAN 


between $200 million and $500 million (Rs 880 crore 

and Rs 2,200 crore), how many of them will make it to 

T's billion-dollar league and how soon, and what hap- t 
pens to those that aren’t growing fast enough? 


Making The Leap 

Talk to analysts on Dalal Street, and you'll hear 
mixed opinions on the prospects of such companies. 
There is, however, unanimity on two issues. One, that 
they'll need a well-defined and differentiated posi- 
tioning against tier-I players and, two, they'll need di- 
versification and a stronger focus on product devel- 
opment. “As business pitches get crowded with top 
(five or six) rr vendors (who, according to Nasscom, 
account for almost half of the industry revenues) 
also competing for the space that mid-sized rr 
















companies operate in, the latter will have to review 
their survival tactics," says Partha Iyengar, Vice 
President (Research) at rr consulting and research 
firm, Gartner. Adds Sudha Kumar, CEO of Bangalore- 
based Prayag Consulting: “Mid-sized companies must 
keenly look at creating a strong verticalised value 
proposition. This will help them ward off competition 
from tier-I players, because, despite their vertical 
structures and stated goals, tier-I companies are still in 
the process of offering industry-specific solutions.” 
Some of the players in question have, in fact, got the 
hint. Sasken Technologies, for instance, has identified 
wireless telecom solutions as its niche area. Why? 
Wireless subscribers worldwide (estimated at around 1.8 
billion at present and growing by 300 million every year) 
are demanding new and exciting communication media. 
This requires operators to come up with compelling con- 
tent that could be the differentiator. Says CFO Neeta 
Revankar: “There is huge opportunity here, and not 
much competition either.” According to estimates, the 
total size of the wireless multimedia R&D industry 
stands at around $1 billion (Rs 4,400 crore) and Sasken’s 
chief marketing officer Swami Krishnan says that the 
company “intend(s) to capture as much of it as possible.” 
Another route, analysts say, that companies need 
to explore is that of newer markets. Today, the US con- 
tributes 50 per cent to 70 per cent of the total reve- 
nues of most Indian rr vendors. Although the market 


TIER-II'S 





itself is far from saturated—only 10-15 per cent of it 
has been tapped by Indian companies—it is getting 
crowded and extremely competitive. *Non-conven- 
tional markets in Europe, Middle East, Asia-Pacific and 
Africa present huge opportunities. Clients in these mar- 
kets may have smaller budgets, but they have growing 
needs. Moreover, their requirements are quite tar- 
geted, which mid-sized rr companies are most suited 
to fulfil,” says Ajith Sankar, Analyst, IDC India. In fact, 
players like Subex, Kerr Cummins and Polaris have 
diversified into markets like Italy, Romania, Sweden, 
Ireland, Cyprus, Algeria and Senegal. 

Product development is another area that, most 
experts feel, has been long neglected by Indian vendors. 
Mid-sized companies, they suggest, should shed their 
me-too approach and invest in building some world- 
class products. But the problem is product development 
needs bigger investments, longer gestation periods 
and a bigger appetite for risk. Such a strategy may 
not be conducive to companies having a quarter- 
to-quarter earnings approach. “But a consistent 
investment in products can help companies generate 
spectacular returns over a period of time," says Sankar. 

It's true that when it comes to Indian rr products, 
there is not much brand recall beyond i-flex's Flexicube 
and Infosys’ Finnacle, whereas some of the biggest 
global rr companies such as HP and IBM are quite 
strong in their product lineup. While there are 


Capabilities and market values differ significantly among companies in this segment. 
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companies like Subex and Sasken who have invested in 
developing products, they have another problem to 
grapple with—a lack of credibility. Says Subash Menon, 
CEO, Subex Systems, a telecom software product com- 
pany: *Mid-sized Indian product companies suffer 
from an identity crisis in the Us." He, again, thinks that 
besides focussing more on branding and marketing, ven- 
dors should explore “non-conventional markets, which 
seem positive towards Indian products”. Interestingly 
enough, Subex drew around 60 per cent of its product 
earnings from markets other than the us last year. 

Meanwhile, companies are waking up to the need 
for better focus on brand communication. “Mid-sized 
companies have given branding and marketing a com- 
plete miss and, hence, they lose out in competition with 
the big boys,"says Kumar of Prayag. rr selling, tradi- 
tionally, has been a B2B proposition. Hence, the CFOs 
have not been quite convinced about the benefits of 
brand promotion in traditional terms. But now with the 
ever-increasing competition, they have started appre- 
ciating the fact that a good share of voice helps in 
closing deals, too. Says Govind Singhal, Executive 
Director of the Chennai-based Polaris Software Lab: 
"Higher and sharper investments on marketing and 
branding are the need of the hour. It can help vendors 
build a differentiated market presence." 

The other way to accelerate growth, say experts, 
could be market consolidation, *which Indian vendors 
have so far have shied away from", notes Gartner's 
lyengar. There are three ways in which Indian market 
could consolidate. *First, the $1-billion-and-above 
group may look at acquiring those at the lowest level 
(below $100 million or Rs 440 crore)," says Jayant 
Sinha, Partner, McKinsey & Co. Agrees Ravi Ramu, 
former CFO of MphasiS: “This will do away with mid- 
sized classification as there will only be big and small- 
sized companies, and while bigger companies will pro- 
vide more holistic and end-to-end solutions, the smaller 
ones can focus on their niches." 

The second route is for tier-II companies to merge 
or acquire players of their own sizes with different but 
complementary capabilities. *With rr business being 
people-intensive and conducive to economies of scale, 
such alliances will boost organic growth as well as 
add new domains and verticals, which, in turn, will 
ensure better growth," says Sinha. Similarly, alliances 
with tier-II companies in markets abroad can help 
players gain a foothold in new markers. In fact, there are 
some successful instances of such mergers and alliances. 
Patni's acquisition of Cymbal in 2004 (for $68 million 
or Rs 299 crore), iGate's merger with Quintant in 
2004 ($19 million or Rs 84 crore), hardware manu- 
facturing major Flextronics’ purchase of Hughes 
Software in 2004 ($226 million or Rs 994 crore), and 
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Subex’s acquisition of fraud management business 
from Alcatel ($3 million or Rs 13 crore) in July this year 
are good cases in point. 

The third option, according to McKinsey’s Sinha, is 
for the $100-$200 million (Rs 440-880 crore) companies 
to merge with each other to gain critical mass. Big 
global MNCs acquiring mid-sized companies, like the i-flex- 
Oracle deal, is another option. The only downside, 
some analysts say, is that the smaller company tends to 
lose its identity and focus in such deals. “Oracle may say 
that i-flex will continue to operate like an independent 
entity, but it’s a foregone conclusion that eventually, the 
latter’s capabilities will be spent on furthering Oracle’s 
own agenda. That will set back i-flex’s own plans of push- 
ing its services business,” says an analyst. 

In their pursuit of growth, the tier-II companies 
will try out an assortment of strategies, including 
aligning themselves with global players such as Sun, 
Microsoft or IBM to get a preferred partner status and 
offer some niche services to these giants. It is 
reasonable to expect that a handful of them will also 
manage to make it to the big league. We can't predict 
which these companies will be, but we can tell you of 
what sort they will be: Single-mindedly focussed on 
growth, open to all options to achieve it, and their 
promoters will not be wedded to control. 

So the next time you churn your rr stock portfolio, 
put your tier-II favourites through this simple test. 8 
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Are they pioneers? Or teachers? 


The world’s space agencies explore the un 

with the help of HP technology and se 

from network management to massive computing 
for trajectory planning. This lets the agencie: 
focus less on IT issues and more on their rea 
mission: to share the secrets of the stars with 
those of us back home 
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Growing price 
competition in the 
offshoring business 
need not necessarily 
mean lower profits. 
There are ways in 

which BPO 

managers can 

enhance, sustain 4 
and capture value. 


Strategie 
For The 


BPO 


Industry 





BALA V. BALACHANDRAN 
AND VIJAY NALLAN 
CHAKRAVARTHI 





There’s reason to smile: The Indian BPO industry is clipping at 40 per cent, and by 2010 could fetch $30 billion 


HESE ARE HEADY TIMES FOR 
the Indian BPO industry. Last 


cent to clock $7.3 billion (Rs 32.120 
crore) in revenues. At last count, 


wonder, many people in the indus- 
try believe that the BPO gold rush has 


fiscal, according to NASSCOM, 
the industry grew 44 per cent 
to rack up $5.2 billion (Rs 23,400 
crore) in revenues, and this financial 
year it will grow another 40 per 


there were some 300 Bro firms in 
the country, with 350,000 people 
on their payrolls. By 2010, the in- 
dustry is expected to be $30-bil- 
lion (Rs 1,32,000-crore) big. No 


just begun. But has it? Fierce price 
competition, high employee attrition 
and a shortage of skilled manpower 
are beginning to tell on the industry. 
Although revenues are growing, 


margins are under pressure, and 
it's getting harder to enter more 
value-added activities. In fact, 
according to a recent Gartner 
report, the Indian BPO industry 
could lose as much as 30 per 
cent of its market share by 2007 
to emerging BPO destinations 
such as the Philippines, 
Malaysia, Vietnam and Poland. 

Recently, Bala V. Balachan- 
dran, distinguished professor of 
accounting at the Kellogg School 
of Management, and Vijay 
Nallan Chakravarthi, a 2005 
graduate of the school, under- 
took a study of the Indian BPO 
industry as part of their consul- 
ting assignment at a Hyderabad- 
based BPO. Based on their analy- 
sis, Balachandran and Nallan 
Chakravarthi have come up with 
five managerial strategies that 
will help executives at BPO firms 
create and sustain value. 

But first, a quick word about 
VNC Inc., (not the Hyderabad 
BPO's real name) and its 
dilemma. A healthcare adminis- 
trative service provider, VNC re- 
cently underwent a change in 
leadership. It has five major 
product lines, with revenues of 
$18 million (Rs 79 crore) and an 
operating profit of 12 per cent. 
However, with increasing com- 
petition and more demanding 
client needs, VNC’s new CEO is 
facing a dilemma typical of other 
BPO CEOs. Since VNC's employees 
and processes share responsi- 
bilities across product lines, the 
CEO does not have a clear un- 
derstanding of the profitability 
of his different products. He is 
not clear whether he should fo- 
cus on revenue increase or cost 
decrease in order to increase 
the profitability of the company. 
Further, the new CEO would like 
to craft a strategy to elevate VNC 
to the next level of growth. 

Now, a look at the five 
strategies: 
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UNDERSTAND 
PROFITABILITY OF 
INDIVIDUAL ENTITIES 


S BPO FIRMS START PROVIDING A 

wider variety of functional serv- 
ices, sharing of resources and 
employees across products, func- 
tions and clients increases. 
Therefore, determining the indi- 
vidual profitability of different prod- 
ucts or client accounts becomes 
more complex. For example, if the 
same employee works on two client 
products or if the same computer is 
used for two products, it is not easy 
to allocate the costs related to the 
employee or computer to a specific 
client or product. While the overall 
profitability of the firm might be 
increasing, managers lose trans- 
parency of individual product/client 
profit structures. The best way to 
resolve this issue is to implement an 


Activity Based Costing (ABC) sys- 
tem. This involves three main steps. 
First, detailed process maps of all 
the processes in the firm are drafted 
and these are sub-divided into dis- 
crete process steps. Second step is to 
identify the activity based driver 
for each process step. For exam- 
ple, in a call centre, attending a 
customer service call can be defined 
as a process step. The primary cost 
of performing this activity is the 
salary paid to the employee attend- 
ing the call. Since employees are 
usually paid based on time, the 
activity driver in this case will be the 
number of customer service calls. If 
the same employee attends many 
types of calls each with different 
average durations, then the activity 
driver would be the number of cus- 
tomer service calls weighted based 
on the time. The last and final step 
is to quantify the cost for each prod- 
uct or client by allocating costs 
based on the activity driver. 
Implementing an ABC costing 
system will provide the BPO serv- 
ice provider the transparency 
needed to make important strategic 
decisions, despite the complexity 
created by multiple product lines 
or clients. For example, the firm 
can either expand or discontinue a 
product line based on its profit 
structure. Also, the firm will know 
how to price the product to differ- 
ent clients based on its profitability. 


VNC's Cost Matrix Created with the Help of an ABC Costing System 


COSTS($H) 





DRIVER r= 


TOTAL % OF 
REVENUES 
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Therefore, an activity based costing 
system will help create a cost matrix 
that can act as a tool in making 
strategic decisions as indicated in 
the chart on the previous page, 
which shows the cost matrix for 





WHERE TO FOCUS— 
REVENUE GROWTH OR COST 
MANAGEMENT? 


Te RESOURCES OF THE COMPANY 
would be drained by focussing 
on both revenue growth and cost 
management simultaneously. 
Therefore, it is important for the 
manager of a BPO service provider to 
focus on the right lever to max- 
imise value creation. Consider two 
companies, A and B. For the sake of 
simplicity, let us assume that the 
cost structures of both companies 
are 100 per cent variable. Both 
companies have sales of $100 (Rs 
4,400) each. However, while com- 
pany A has costs of $80 (Rs 3,520), 
company B has a cost of $40 (Rs 
1,760). The management of both 
companies would like to under- 
stand which lever to impact in order 
to maximise value creation. Option 
1 is to increase sales by 5 per cent 
and option 2 is to reduce cost by 5 
per cent (5 per cent was chosen 
arbitrarily to illustrate the point). 
By concentrating on sales, both 
companies would increase their 
profits by 5 per cent. This is 
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VNC Inc. This matrix will allow the 
manager to dissect the costs by dif- 
ferent products and also processes 
involved with each product. For 
example, it is clear from the chart 
that Product B costs the company 


OPTION 1: 5% 


SALES INCREASE 
f et 





the most and SG&A costs are the 
most prominent at 22 per cent of 
the revenues. The manager will, 
therefore, obtain the transparency 
needed to focus his/her energies on 
these important areas. 


OPTION 2: 5% 
COST DECREASE 








VNC Inc.'s Value Creation Options 





PROFITABILITY 
Por 
Increase by 5% 19772 revenues SM o7 









2,384 
‘WC-inerease5% —— 4,003. 
FC -remains constant — 3,763 
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Additional Profits = $287K 
Increase in Profitability = 12% 


Figures are in $ 


because, while revenues increase by 
5 per cent, so do costs, which are 
100 per cent variable. Alternatively, 
by reducing the cost by 5 per cent, 
company A would increase prof- 
itability by 20 per cent, while com- 
pany B would only increase profits 
by 3.33 per cent. The options are 
summarised in the table above. 


COST TO SELL 
COST TORE-SEL — 
SALES SALARIES 
party We and arty FC 4.180 GEN. AND ADMIN. 
Pasty Cand Party FC — 2837 cost oF OPERATIONS 
17,166 TOTAL OPERATING costs 
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3,874 decrease ny 
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T ETE 


enc ADAY S Ox 





Therefore, while company B would 
benefit more through revenue 
growth, company A would be better 
off by focussing on cost manage- 
ment. In general, the rule of thumb 
is that if costs are less than 50 per 
cent of the revenue, revenue growth 
will yield higher returns and if costs 
are greater than 50 per cent of the 
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revenue, cost management will be a better option. The BPO man- 
ager needs to understand the dynamic relationship between cost 
management and revenue growth. This helps him use cost man- 
agement as an operational decision-making tool and choose the 
right lever to influence in order to optimise value creation. 
VNC's costs constitute 88 per cent of its revenues. Therefore, 
a decrease in cost will yield the company greater returns than 
an increase in revenues. A 5 per cent (chosen arbitrarily) increase 
in revenue will result in a 12 per cent increase in profits, 
while a 5 per cent decrease in costs will fetch a 26 per cent in- 
crease in profitability. Therefore, cost management will yield 
greater returns for VNC. However, this analysis should be in- 
tegrated with the opportunities available and other external fac- 
tors that are explained in recommendations 3 through 5. 


EDU AT MANY 
BPO service prov- 
iders in India is slowing 
down. This could be 
due to saturation of 
their market or intense 
competition. The first 
instinct in such a situa- 
tion is to capture vol- 
ume by reducing price. However, this only results in sub-op- 
timal economic rents that can be extracted out of the market 
both for the BPO service provider and its competition. 

Instead the BPO firm should aim to exploit spatial adja- 
cencies that exist in its business. One way to do this is to ex- 
plore functional commonalities that exist between the BPO's 
current services and other services. For example, a BPO 
providing customer service to the desktop computer market 
through call centres will have acquired the domain ex- 
pertise in that functional area. It can, therefore, explore op- 
portunities for expansion by extending its customer service 
to similar markets such as servers, PDAs or other technology 
markets that require similar skills. 

Another way to grow is to expand by increasing the range 
of services provided in the same market. For example VNC Inc., 
which is currently providing healthcare administrative services, 
can provide other services in the value chain that include HR ad- 
ministrative services, payroll services etc. VNC will need to 
upgrade its level of knowledge and technical competencies in 
order to expand its areas of service. The company can also 
explore forming strategic alliances or acquiring other firms in 
order to obtain the domain expertise required for such growth. 








IDENTIFY THE 
CASHEW NUTS 
AND WALNUTS 


EN GIVEN A BOWL FULL OF MIXED 

nuts in a bar most people tend to 
cherry pick the biggest nuts, namely wal- 
nuts and cashew nuts before they go after 
the peanuts. BPO managers would benefit 
from following this analogy while deciding 
on the right issues to go after. They need to 
spend significant amount of time in pri- 
oritising key issues and improvement op- 
portunities that would give them the max- 
imum bang for their buck. By following the 
process described below, managers can 
ensure that they spend as much time on is- 
sue identification and prioritisation as they 
do on improvement and implementation. 
Step 1: Identify Activity Drivers 
a) Map out high-level process maps 
b) Draft detailed process maps for each 
sub-process 
c) Divide each sub-process into process 
steps 
d) Identify the activity drivers for each 
process step 
Step 2: Determine the Cost for Each 
Process Step 
a) Determine the number of transactions in 
each activity 
b) Determine weighted average time for 
each transaction (for example, a transaction 
that takes one minute of work is not the 
same as another that takes, say, five minutes. 
By weighting each transaction based on 
the amount of resources it needs, we can 
measure them based on the same scale) 
c) Calculate the cost involved with each 
process based on the activity driver 
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Step 3: Calculate the Profitability of 
Each Entity 

a) Allocate costs across each prod- 
uct/client based on process costs 
b) Calculate profitability for each 
product/client 

Step 4: Identify the Cashew nuts 
and Walnuts 

a) Quantify the size of each 
opportunity 

b) Rack and Stack opportunities 
based on return on investment of 
resources 

Step 5: Implement Improvement 
Plan 

a) Design improvement plan for 
each opportunity 

b) Implement plan 

The chart alongside indicates the 
process of prioritisation of 
opportunities for VNC Inc. The per- 
centages indicate the proportion of 





ABOUT RISK OF 
CONSTRUCTIVE DISRUPTION 
AND VALUE MIGRATION 


N TODAY'S FAST CHANGING WORLD, 
businesses are constantly evoly- 
ing, which results in continuous 
transformation of the services 
required of BPO service providers. 
Therefore, BPO firms need to design 
operating mechanisms to think sys- 
tematically about risk while craft- 
ing their long-term business plans. 
There are two kinds of risks that 
BPO service providers need to think 
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Cashew Nuts and Walnuts at VNC Inc. 





COSTS($K) = 


Cost To Sell 


Other Sales Gen. & Admin, 
COST OF OPERATIONS 
Convert 
Serve 








Figures in per cent 


revenue each cost component con- 
sists of. Products A and B together 
constitute costs equal to 77 per cent 
of VNC’s revenues. Also, SG&A com- 
prises 22 per cent of VNC's revenues, 


about. First is the risk of construc- 
tive disruption. For example, med- 
ical transcription services will soon 
be a thing of the past with the 
installation of healthcare rr systems 
and Picture Archive Systems that 
store and integrate patient data 
across hospitals. In such situations, 
firms will have to continually mon- 
itor the changes taking place in 
technology and the marketplace. 
This will help them expand to other 
related service areas. 

The second kind of risk is the 
risk of value migration. As customer 
needs and technology evolve, the 
value provided by BPO firms will 
also need to transform with it. For 
example, BPO firms that are cur- 
rently providing data processing 
services are experiencing value 
migration towards data analytics, 
as computerisation and automation 
make traditional data processing 
redundant. In such cases, BPO firms 
will have to constantly climb up 
the value chain and innovate in 
terms of the services they provide. 

In VNC’s case, as the cost of 
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Hence, these are VNC’s walnuts and 
cashew nuts. VNC would obtain 
higher returns by focussing on prod- 
ucts A and B and SG&A costs before 
impacting other areas. 


providing healthcare becomes more 
significant for large corporations, 
the value of providing healthcare 
administrative services will migrate 
towards flexible healthcare ac- 
counts. These accounts place more 
of the responsibility for healthcare 
in the hands of the employees 
while providing them greater flex- 
ibility to take care of their health 
needs. VNC will, therefore, need 
to modify its existing services to en- 
compass this transformation in 
healthcare services. 

As the BPO industry is moving 
towards the stage of maturity in its 
life cycle, firms need to look not 
only within their business to create 
value, but also consider the entire 
ecosystem. By considering both in- 
ternal and external factors, a BPO 
service provider can not only create 
maximum value, but also sustain 
this value over the long-term. m 





Bala V. Balachandran is the distinguished 
professor of accounting at the 

Kellogg School of Management, and Vijay Nallan 
Chakravarthi is a 2005 graduate of the school 





























THE WIND 
IN 
YOUR SAILS. 


Global Trade Finance Ltd. (GTF), is the 

only Company in India providing Factoring 

and Forfaiting services under one roof. Our 

customised and highly professional 

solutions for receivables financing, sales 

ledger management and risk mitigation are 

geared to make it a smooth road for Indian 

exporters. That too, with minimum facility 

setup and superior world class service. 

Our comprehensive package of services 

include: 

* Export and Domestic Receivables 
Financing 

> Credit protection and management. 

> Collection services and follow-up 


> Professional Sales Ledger Management 
andAnalysis 
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Get more aggressive into expanding your territories ...While we turn your receivables into cash 
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Global Trade Finance 
PRIVATE LIMITED 
Trade Financing Simplified 
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E-mail: customer service&)gtfindia.com e www.gtfindia.com 


A joint venture of Export Import Bank of India, First International Merchant Bank (Malta) 
International Finance Corporation (Washington) & Bank of Maharashtra (India) 
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Edward Zander 


Chairman & CEO/ Motorola 


"We'd Like To Be Number 
One In Everything We Do” 


HEN EDWARD J. 

Zander took 

over as the 

Chairman and 

CEO at Motorola 
in January last year, he was the 
first outsider to do so in 75 years. 
Between 1929 and 2004, 
America’s best-known telecom 
company had been ruled by the 
founding Galvin family. The 
switch from family to a profes- 
sional has more than worked for 
the Chicago, Illinois-based com- 
pany. Its stock is up, the bottom- 
line is growing, and new, better- 
looking handsets are bringing con- 
sumers back to the Motorola 
brand. In India recently, Zander, 
who's also been the President of 
Sun Microsystems and a private 
equity investor, spoke to BT's Priya 
Srinivasan on his vision for 
Motorola and what the business 
of technology and telecom has 
come to mean in the globalised 
world. Also present during the 
interview was Motorola’s Chief 
Technology Officer, Padmasree 
Warrior. Excerpts: 


India presents itself to you in impor- 
tant avatars today—as a market and 
as an outsourcing base. Which one 
are you more excited about? 

To me, it’s India as a market. Iam 
a contrarian about the word out- 
sourcing. I think in this day and 
age, with the importance on re- 
search and development, you 
simply go where the smart people 
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are. India has an incredible base 
of talent and so do other emerg- 
ing areas of the world like China. 
We tend to now look at where 
some of the new areas for engi- 
neering and research are emerg- 
ing and go there. Yeah, there is a 
cost basis that is attractive about 
India, but that’s not going to last 
forever. The real important thing 
today is that the bright people 
we have recruited in Bangalore 
and some of the other develop- 
ment sites—the fact that they are 
working on next-generation tech- 


Market-wise, you have had a good 
run in India. | understand that over 
2003-04, you actually saw a 36 per 
cent growth here. Was it as good in 
2004-05? Besides, equipment sales 
have been the big winner for you in 
India. Going forward what will it be: 
equipment or handsets? 

Yes, we have had good growth 
again in 2005. Frankly, we have a 
lot more work to do on the over- 
all growth of Motorola in India. 
Specially in the handset area as 
well as in the markets connected 
to home and safety. But by and 


“There is a cost basis that is attractive about 
India, but that's not going to last 

forever. The important thing is the local talent 
we've recruited in Bangalore and other sites" 


nology. So that's attractive 
whether or not we sold a dollar 
worth of products in here, we 
still want the talent. But, of 
course, the other thing is the mar- 
ket for mobility, and as India 
continues to increase and grow 
the GDP, more and more people 
want to get connected in the big 
cities and rural areas and the op- 
portunity for infrastructure and 
devices is just great. So we have 
to be here equally. Some engi- 
neer here might invent some- 
thing for Motorola that could be 
our next big thing. 


large, the area where we need a 
much better showing is in handsets 
and we've made a commitment 
early this year to make India one 
of our major geographical focus 
areas and that includes people 
management. We've made 
changes and attracted new people, 
new products and shoring up our 
relationships with the major play- 
ers and getting bigger in retail 
with direct selling. We have a lot 
of work to do. We are the No. 2 
handset maker in world by far 
but we are not in India. So when 
you see your numbers across the 
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world—No. 1 in North 
America, No. 1 in Latin 
America, No. 2 in Europe and 
when you get to India, you are 
behind a lot of people. That 
doesn’t compute, so we have to 
fix that and we are going to do 
that next year. 


So handsets take priority this 
year... 

No, no, infrastructure too. 
There is a lot going on in GSM, 
CDMA, next generation wire- 
less and WiMax technologies 
Some of the customers we are 
talking to over today and the 
next few days are asking about 
nextgen WiMax and what's 
going to happen. Then there is 
broadband in the home. We 
have some understanding of 
the home market, but the big 
number has to come from 
handsets. That market share 
is totally out of whack. We 
have competitors with unre 
alistic market shares who we 
have to go fix. 


What sort of market do you ant- 
icipate in India for Motorola in a) 
the handset business and b) inf- 
rastructure business? Can we put 
some numbers to these markets? 
| never forecast numbers. I just 
let them (the numbers) do th« 
talking. We stated, well maybe 
| am being unrealistic, but we'd 
like to be number one in every- 
thing we do, handsets included, 
though that's going to take us 
some time in India. But you 
wake up every day thinking 
let's go get the guy in front of 
us and then get the guy in front 
of him. So we think we have a 
very attractive product linc 
that's working well in other 
parts of the world. We need to 
introduce low-end products 
for the Indian market, flesh 
out our portfolio. The only 
thing we have to fix is our 


retail presence, but we know what 
to do, since we've done it before in 
China, Europe and Latin America. 


At the moment 7 per cent of your sales 
comes from the APAC region, which 
excludes China and Japan. So who ac- 
counts for that 7 per cent in the region? 
It's India right now. 


Padmasree Warrior: India in the broad 
perspective. At 7 per cent, it's not 
big today. What we are focused on 
is trying to develop the handsets 
for this market. We are looking at 
low-cost handsets for people who 
just want to make a phone call, and 
also looking at iconic devices in 
GSM and CDMA. By doing that, we 





are trying to close the gap and we 
have a lot of engineering here that 
our competitors don't and that's a 
big advantage since we are creating 
intellectual capacity here. 


So you do see clear synergies between 
R&D and the market in any given 
location? 

Warrior: Oh, absolutely, although the 
way we approach our R&D invest- 
ments is not necessarily only going 
to where the market is; we go where 
the talent is. For instance, 40 per 
cent of the software in our global 
handsets comes out of our software 
centres in India. That's a huge lever- 
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age from the IP point of view. 


Zander: | don't want to pick numbers 
since we have always been wrong 
on numbers as an industry, but 
India is one of the top 4-5 targeted 
geographies. Look at what we did in 
China in 1986 and look at where it 
is today. India to us represents the 
same opportunity. We've targeted 
inside the company (India) as a 
strategic opportunity along with 
Latin America and Eastern Europe 
and China as the four really emerg- 
ing growth opportunities. 


What are some of the key trends that 
you think are distinctive about the 
APAC market in the telecom business? 
In the us and developed markets, 
it's more about iconic devices and 
turning over installed bases with new 


the kind of price points you can sell at, 
how does that impact your sales and 
how do you resolve the contradiction of 
high growth at much lower price points? 
You have to discipline your com- 
pany to make money at all price 
points. A lot of other industries did 
it, we have to do it, we are doing it. 
I am not saying it's not a challenge, 
but you have to discipline yourself 
not to go after business you are not 
going to make money on. In some 
cases in South East Asia, we actually 
passed on business opportunities 
because we didn't have the product. 
We have designed from ground up 
products for the lower end, not just 
cut prices. 


Warrior: If you mean disruptive 
innovation, one of the technolo- 
gies that Motorola recently acquired 


"We have a lot of engineering here in India 
that Our competitors don't and that 
is a big advantage since we are creating 


intellectual capacity" 


features. Here, a lot of people want 
to make a phone call and send 
messages. In Japan, they love gaming. 
Korea is into all kinds of gadgets. 


Warrior: There is a core set of ap- 
plications that we see will be com- 
mon across (the markets), and 
one of them is seamless mobility, 
which is what we see happening 
globally. What that means is as a 
user when you commute around, 
you want continuous communi- 
cations, no dropped calls, the de- 
vice should be able to switch net- 
works, have access to mail...that 
will be a major disruption of ap- 
plications across the board. 


When you approach markets like India 
and China, which are a sea change 
from the developed markets in terms of 


is something called mesh-network- 
ing. It's essentially a self-deployed 
network where it doesn't use a base 
station and you have multiple access 
points that act as routers so you 
can deploy a network within a lim- 
ited region. So, we are looking at 
applying that technology to a prod- 
uct that we already have in the mar- 
ket called Canopy, which is a fixed 
wireless access system. These are 
innovative things we do to lower 
costs, but also to get to coverage in 
rural pockets. 


You are much larger than competitor 
Ericsson (revenues of $33 billion or 
Rs 1,45,200 crore versus Ericsson's 
$18 billion or Rs 79,200 crore) but at 
the net profit level the two of you are on 
par (around $2.75 billion or Rs 12,100 
crore). This indicates that your margins 
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presentations, wireless conferences and film-shows, you'll come to move that a aii 


experience. As has the rest of the world. 


€ the id 
range of models 1000-5200 ANSI lumens | portables, wireless, & home-theatre projectors wor 


7 n 
EPSON No.1” in 


Data Projectors 
FEES icm *Source: World-wide Market Share in 2004 (Decision Tree Consulting Limited) 


CALL NOW for an ONSITE DEMO Bangalore-98801 30004 South-98407 66689 West-98701 25554  Morth-98102 77050  East-98309 90350 
Regional Offices: Bangalore-30515000 Mumbai-28261516/7 Chennai-28203940/1 New Delhi-26447201-3 Kolkata-22831589/90 Secunderabad- 
55331738/9 Ahmedabad-26407176-7 Pune-24335460/90 Cochin-2356652/2357638 Coimbatore-2380002/410 


œ EPSON For service & product info - 1600 425 0011 (9AM - 9PM) 
HELPLINE | For service (COMA & mobile users)- 3900 1600 (9AM - 6PM) ——————_www. epson.co. in 


— m c e Ret 


are severely under pressure. Is that 
cause for concern? 

No and yes. Ericsson has done a 
really good job in the infrastruc- 
ture business worldwide. We are 
better than a lot of guys, but you're 
right. You always look at No. 1 to 
be No. 1. There is one company 
in handsets that makes more money 
(than Motorola), and there are a 
lot of them behind me that make 
lesser money. I care about them, 
but I care more about No. 1. We 
are not dropping price. Usually the 
ones that drop price are the ones in 





trouble. I maintain that some of 
the Us accounts are so competitive 
because people are trying to buy 
into those lucrative markets and 
weak companies drop prices and 
do unnatural things to win busi- 
ness (in markets like the Us and 
Europe). You have to train your 
company to discipline itself to de- 
liver value. Go after businesses and 
products that can deliver that. 

In the Us, my politicians tell me 
it’s outsourcing since they don't 
like it. But half my business is out- 
side the us and if you are going to 
do business in places like India and 
China and Brazil you have to invest 
in those local geographies. It just 
happens that aside of manufactur- 
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ing, there is good intellectual capital 
in terms of people. I am not going 
to deny that a software engineer in 
India costs less than one in the Us, 
but will that continue forever? If 
you look at Bangalore, the rate of 
cost of an engineer has increased 
over the past year and five years 
from now it could be very different. 
But is there talent in Bangalore? 
Yes. I want those PhDs and Masters 
degrees holders working on 
Motorola technologies and if I get a 
cost break that's even better. 

You have to really invest in the 
country. You may not invest in 
manufacturing. [n some countries 
we are in, we invest in education 
and government-related pro- 
grammes to help in a number of 


just backfire. What's cheap today 
may not be cheap tomorrow, so 
you better have a strategy. You bet- 
ter think it through; what's your 
strategy 10 years from now, 15 
years from now, as opposed to ‘let’s 
put up a plant today because it’s 
cheaper for two years’. 


Unlike IT services, where home-grown 
companies have really challenged the 
status quo in the global market, we 
don't have home-grown multinational 
telcos. But we are seeing what Huawei 
is doing in India with R&D and planned 
manufacturing. What sort of competition 
do these firms mean for you? 

Of course, there are all sorts of 
competitors. The thing that I am 
over with, but the press isn’t, is that 


“The whole misnomer about outsourcing 
being Cheap...that may just backfire. 
What’s cheap today may not be cheap 
tomorrow, so you better have a strategy” 


different ways. In some cases, it’s 
research, in some (other) cases, it’s 
manufacturing. 


You mean it's tied in in some way—if 
you want to access the market, the 
underlying clause is that you invest in 
the economy in some way... 

I think if you want to be very big in 
a country, you have to be a strategic 
partner in that country. I don't want 
to be thought of in India as a us 
Motorola company, just because 
my headquarters is in Illinois. I 
want to be a partner in India, I 
want to work with companies in 
India, I want to work with the gov- 
ernment on some of their e-initia- 
tives, I want to work with educa- 
tion, and, by the way, if manufac- 
turing here is better and cheaper, 
then I would want to be there too. 
This whole misnomer about out- 
sourcing as being cheap...that may 


the world is globalised now. It's a 
fundamental difference from what 
it was 30 years ago or 20 years ago 
when, if you lived in the us, all 
your competitors were from the us. 
Today it's different. The world and 
talent are globalised, and if you want 
to sell into anywhere in the world 
you may face local competition. I 
think China will generate competi- 
tors, India may generate competitors, 
Russia could—a lot of smart people 
are starting companies, that's great. 
We don't think of ourselves as a us 
company in Motorola, we believe in 
deploying our resources globally. If 
I took you to China, you wouldn't 
imagine Motorola is based in the 
Us. We are a brand name there, and 
it's all run by Chinese. You would 
think we were Chinese. In India, 
we have to create the same envi- 
ronment, customers should feel that 
we are a citizen of India. a 
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USINESS, IF ONE WANTS 

an academic explana- 

tion of the word, is 

about the use of cap- 

ital and resources (ma- 

terial, machine and 
human) to generate profit. This 
listing, Business Today's second 
annual one of cool companies, 
shows why that definition is 
inadequate, The rules remain the 
same: the company has to be *with 
it’; it needs to either be doing 
something cool or going about an 
existing task in a cool way; the 
cool factor needs to be scalable; 
and the coolness should be some- 
thing that means profits, right 
now, or sometime in the future. 
A team of writers and editors from 
Business Today met with compa- 
nies, consultants, analysts and ven- 
ture capitalists, spoke to short- 
listed-companies to understand 
whether they were really *cool' or 
not, and came up with a list of 
10, two less than last year. The 
bonus: A selection of four com- 
panies that almost made it and an 
update on last year's companies. 


HE LAST DAY OF AUGUST 2005, 

oil trades at around $70 (Rs 

3,080) a barrel in the inter- 
national market and the REVA 
(Revolutionary Electric Vehicle 
Alternative), India's only electric 
car is beginning to look not just 
cool, but very very sensible. And 
Chetan Maini, the 35-year-old 
Deputy Chairman and Managing 
Director of Reva Electric Car 
Company (RECC), a joint venture 
between the Bangalore-based Maini 
Group (it makes auto components) 
and the us (California)-based AEV, 
seems to have parlayed an enduring 
obsession—he once raced a solar- 
powered car from Darwin to Ade- 
laide, a distance of 3,200 km—into 
a company whose time may well 
have come. “I think the time for 
an electric vehicle not 
just as à concept, 
but as a mass 
market reality 
has arrived." 


REVA ELECTRIC CAR COMPANY 


Electric cars are definitely in 
FOUNDED: Company in 1995; REVA launched in 2001 


Plug'N' Play 


Four years and 1,100 cars later, REVA remains India's only alternative car. 


There has never been any debate 
over the environmental and eco- 
nomic benefit of electric vehicles. 
For the record, a REVA's fuel bill 
works out to 40 paise a km as com- 
pared to Rs 4 for a petrol-powered 
car. Then, there is the thing about 
driving an environment friendly 
vehicle being good for the soul. If 
consumers haven't broken down 
Maini's doors, attribute it to the 
fact that the REVA needs to be 
plugged in for a recharge every 80 
km. And attribute it to a middle-of- 
the-road price tag of Rs 3.1 lakh for 
the entry-level model. The com- 
pany has since tried replacing the 
conventional lead-acid batteries with 
lithium-ion ones, and claims this 
will increase the range to 200 km 
on a charge. REVAs with these bat- 










A Dilip Chhabria- 
designed REVA: 
Drivers wanted 


REVENUES: Not disclosed (BT estimates: Rs 10-12 crore) 


teries are to be launched in 2007; a 
concept coupe with these new bat- 
teries, designed by India's best 
known auto-designer Dilip 
Chhabria, sporting a wireless tablet 
developed by Bangalore-based 
Encore Software, and boasting a 
top speed of 120 km/hr was show- 
cased in Monaco, a country partial 
to solar energy, in April this year. 
The car majors, Maini alleges, 
haven't ventured into this market in 
India because *they have legacy 
investments in existing infrastruc- 
ture", Subsidies provided by govern- 
ments keen on popularising electric 
cars will help RECC's cause (in the UK, 
for instance, where some 250 REVAs 
have sold, buyers get a subsidy of 
£1,000 or Rs 79,000, and in Japan, 
they do $2,600 or Rs 1,14,400). Next 
year, says Maini, when the company 
sells 3,500 cars, it will turn profitable. 
That's something every cool com- 
pany should aspire to be. 
VENKATESHA BABU 
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The Music 
Never Stops 


Phat Phish; entertainment powerhouse? 


` 32, ANAND SURAPUR HAS THE KIND OF CV THAT 

would make a young entertainment mogul stop in 

his tracks and exclaim, *Now, why couldn't I 
have done that?" Which isn't surprising; the man is on 
his way to becoming India's best-known producer of indie 
movies and music. And if no one, apart from his clients, 
knows that he also makes dashed good ad films, so 
much the better. The cv itself, if truthfully written, 
would have to include the fact that Surapur ran away 
from three boarding schools before finishing from the J. 
Krishnamurthy Foundation-run Rishi Valley School; 
that he studied electrical engineering at the University of 
Missouri for all of six months; that he backpacked 
across the Us and ended up at a film school in New York 
where he spent four years, clubbing the courses he took 
a fancy to with intermittent extended journeys to places 
near and far; that he finally landed up at V India around 


the time the channel was 
going local with quirky- PHAT PHISH 
PRODUCTIONS 


zeal, and created Udham 
Singh, a laconic rustic Jat (a 

Music and movies for the soul; 
ads for the body 


hardy North Indian breed 
FOUNDED: 1996 


that has, over the years, 

acquired an undeserved 
REVENUES: Rs 6.5 crore from 
advertising and Rs 2-3 crore 


stereotypical reputation for 
its belief in forms of non- | 
from music (2004-05) 


verbal, and often violent, 
communication); and that 
he diversified into making ad films when Britannia 
Industries wanted to use Udham Singh in an ad and asked 
Surapur if he would like to direct it. He said yes, pulled 
the name Phat Phish out of a hat when the company 
wanted to write him a cheque (although the name is likely 
inspired by American jam-band Phish), and quickly fig- 
ured out that “if there is so much money in commercials, 
it might be a good business to be in". 

Phat Phish is now 200 ads old, has produced music 
videos and Tv-promos, but it is as a producer of indie 
music that the company has really come into its own. 
After the lukewarm response to his first music release, 
Surapur scored big time with Rabbi Shergill whose 
brand of Sufi rock, well, struck a chord with a small, but 
significant audience (it has sold 140,000 copies) whose 
frontal lobes hadn't been damaged by music of the head- 
banging variety and eyes hadn't glazed over with an 
overdose of the thong-clad women that seem to throng 
Indian music videos these days. *I am OK with the 
kind of regression you see in music television, provided 
there is space for all kinds of music," says Surapur. *We 
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Phat Phish's Surapur: It's good to have a few muses handy 


. 4 


want to sell music without peripherals like girls." 
Emboldened by that success, Surapur—he feels the 
company could have marketed Rabbi better—has lined 
up a clutch of albums: there's one by Bengali rock \ 
singer Mou, a folk-music album with Raghubir Yadav 
(yes, the man can sing and is the voice behind the 
Sachin-Tendulkar-and-village-boys-playing-cricket- 
and-drinking-Pepsi-ad), one with Kannada band 
Antaragini, and one with street children that sing on the 
Mumbai locals for a living. There are 10 in all and 
Surapur has it all figured out. “I want to be the platform 
for different kinds of music,” he says. Then, there’s the 
self-financed, self-directed motion pic called The Fakir 
in Venice, the beginning of a celluloid play driven, 
again, by the desire to see space being created for 
“films of all kinds". We'll watch this one. 

PRIYA SRINIVASAN 


RM 


Pharma's Silicon Valley $ — 


A new paradigm in drug R&D is emerging, courtesy ReaMetrix. 





a fundamental part of the start-up strategy," says Founder Bala Manian— 

that earns ReaMetrix an entry into this listing, but the San Francisco-based 
India-dependant company's business model: leveraging the India advantage, 
and applying rr's Silicon Valley learnings (especially those concerning risk 
and return) to the business of pharma R&D, one that could do with some 
help, given that there haven't been any blockbuster drugs launched since 
Pharmacia did Celebrex seven years ago. ReaMetrix is in the business of de- 
veloping assays (kits that facilitate the observation of biological activity at 
a minute level); these are crucial in 
developing safe (and cheap) drugs. 
“Insights from assays into the molecular 
and cellular scale are the foundation of 
pharma research," says Manian, a Us- 
based serial entrepreneur and brother of | 
icict Bank Chairman N. Vaghul, who 
actually has a technical Academy Award to 
his credit (in 1998, for his pioneering effort in the development of laser film | 


i T ISN'T PATRIOTISM— “LEVERAGING INDIA WAS NOT AN AFTERTHOUGHT; IT WAS 








recording technology). Leveraging the cost advantage (it costs $250,000- 
300,000, Rs 1.1-1.32 crore to develop an assay solution in the us; in India, 
it does $50,000, Rs 22 lakh), ReaMetrix has developed a reagent that can de- 
tect the presence of CD4 cells (an important metric in AIDS tests) for just $3 
(Rs 132) a pop as compared to $12 (Rs 528) in the us. Eventually, research 
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like this could lead to low-cost AIDS medication. That would be something. ^ ReaMetrix's Bala Manian: 
RAHUL SACHITANAND India is the key 












Jumping Jack-flash 


Encore has done more to bridge the digital divide 
than any other Indian company. 


Simputer. By others, he is a dreamer whose visions are often incomplete and, almost 
always unsuccessful. Somewhere between the two, is the real Vinay Deshpande, 
Chairman and CEO, Encore Software Ltd. “I could have built one more me-too software 
services company," he admits, “but we tried to take the road less taken and make a 
go by manufacturing hardware products with appropriate software for the Indian 
markets." There's the Simputer, of course, initially developed by Encore and now 
being manufactured by it under a licence from Simputer Trust, a not-for-profit 
trust. There's a GPs (global positioning system) version of it. Then, there's - 
Sathi, a mobile communication device developed by Encore that is being 
used by the Indian Army, and, finally, there's the Mobilis, a sort of PDA- 
laptop-desktop hybrid priced under Rs 18,000. With India rapidly be- 
coming a hub for hardware manufacture, Deshpande's designs and 
dreams could well turn into wired (and wireless) reality. 
VENKATESHA BABU 


Encore's Deshpande: Tech within every-arm's reach 


Bs ACCOUNTS, HE IS A VISIONARY, ONE WHO PLAYED A KEY ROLE IN DEVELOPING THE 
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Excerpts from the statement of Mr. S.S. Dua, Chairman, in the IFSL Annual Report (2004-05) 









Overvizw ENERGY STRUCTURE IN POWER GENERATION -2005 (f 


The role of energy in economic and social development cannot be 
overemphasized. Fossil fuels (coal, oil and natural gas) will continue to 





















dominate the energy supply situation for the foreseeable future across Natural gas 1 
the globe. Much of the increased demand will be led by developing E oil Te = (0 
countries who are reporting rapid economic growth and rising 

population. Therefore, a sharp increase in energy services is required Coal 56 
to improve the standard of living of growing populations in such pem 2 ; 25 


countries. | foresee that a significant portion of this increased supply 
will come from renewable sources, because they help both in the 
containment of environmental impact and ease the pressure on 
conventional energy sources. 





Nuclear power 3 






Renewable 5 






The consumption matrix of India shows a dependence on coal as_a 
primary source of energy. However, coal being a fossil fuel, is limited 
in supply. Moreover, oil and gas prove to be expensive energy sources 
given our import dependence. Also, these sources emit a huge volume 
of carbon dioxide which is detrimental to the ecological system in the 
long run. Therefore, in my opinion, sustainable energy sources such as 
hydro power and renewable energy (presently accounting for only five 
per cent of total energy supply) assume importance and offer 
potential for growth. 





Oil 
Coal 
Others 


water 
Hydro 
Nuclear 
Natural gas 





Menrerran WASTE AS A RENEWABLE 
ENERGY SOURCE 

The potential for renewable energy in India is estimated at a 
staggering 100,000 MW. The areas of solar, wind and biomass ener) 
seem poised for aggressive growth given the greater environmental 
consciousness to reduce carbon emissions and impetus on conserving 
fossil fuel. However, only a fraction of the aggregate potential in 
renewables has been utilised so far. The governmental shift in focus 
was initiated in 1992 by the Ministry of Non-conventional Energy 
Sources (MNES) when it announced a new strategy and action plan 
to replace subsidy-driven programmes with incentive driven 
commercialisation. 





Mtoe- Million Tonnes of Oil Equivalent 
Others include geothermal, solar, wind etc. 
Source: International Energy Agency 






Tue INDIAN SCENARIO 


Low per capita consumption (presently half that of China (475 kWh 
per annum vs. 1,020 kWh per annum)) and accelerated industrial 
growth point towards the requirement of almost twice the present 
generation capacity in our country. It is interesting to note that the 
Government's Plan allocation for 2005-06 for the power sector stands 
at almost Rs. 21,914 crore. This comprises Rs. 3,000 crores of gross 
budgetary support and Rs. 18,914 crores of internal and external 
budgetary resources. Rs. 1100 crores have been allocated for rural 
electrification alone. These figures imply aggressive investment in the 
power sector in India. However, this would entail increased private 
participation and a greater reliance on non-conventional energy 
Sources. 











Urban wastes are a menace worldwide, but yet represent a potential 
source of untapped energy. The quantity of municipal waste 
generated in class-| cities per annum is estimated to be about 27 
million tonnes annually and almost 4400 million cubic metres o 
sewage. The quantity of industrial waste is also very large. Converting 
this waste to energy or to 













ener tomerrow 
FSL 


A EGEA 





the sector will be able to replicate the Indian IT success story. Our 
management is powered with an ideal mix of highly qualified and 
successful professionals with a visionary approach and aggressive 


Vision A012 powe r for all project management capabilities, 







"n Creatine DOMESTIC AND PAN-ASIAN 
CAPABILITIES 
IFSL has already made significant progress in the establishment of 
waste-to energy projects across India. These projects will be 
operational from the next fiscal and will account for significant 
revenues going ahead. 


















The company, through its wholly owned subsidiary, has already signed 
an agreement with the Kalyan Dombivili Municipal Corporation for the 
- EU ME treatment of 500 tonnes of waste daily to produce 8 MW electricity. 

vy we 3 The necessary agreements related to waste supply, land lease and 
' 7 power purchase agreements have already been signed with the 
KDMC. The project is also eligible for sale of carbon credits. The 
project is expected to be operational in October 2006. 














other useful by-products (such as compost) will help reduce the 
volume of wastes to be handled (to almost 90 per cent), will liberate 
land, reduce waste disposal cost and lower health risks. As 
Aa to energy represents a win-win proposition. The 
estimated energy potential of municipal waste in the country is almost 
1700 MW. This translates into potential revenues of over Rs. 5000 
crores in the prevailing context representing an attractive opportunity 

_ for a company such as ours. 







IFSUs vision and foresight has been reinforced by its successful 
international foray. The company seeks to create and manage a 
presence in high-growth regions of Asia. 








The company's presence has already been established in Indonesia, 
with the bagging of a prestigious 1000 tonnes per day waste to 
energy project to be implemented on a turnkey basis valued at US $ 
48 million. On completion, this would yield 10 MW of electricity apart 
from 350 tons per day of bio fertilizer. The project is being executed 
through an exclusive technology sharing arrangement with ENTEC 
Biogas Gmbh, a leading global technology company from Austria. 
IFSL is negotiating other similar projects in Indonesia as well as, 
Qatar and Teheran. 








IFSL - VISIONARY THOUGHT, PIONEERING 
INITIATIVES 


IFSL is a full service organisation providing end-to-end turnkey 

[æ solutions in the field of generation of energy from non-conventional 

energy sources. IFSL aims to be the leading non-conventional energy 

provider in three years. The avenues being targeted are municipal 

_Polid waste, rice husk for biomass power, hydro and wind energy. The 
. immediate focus, however, is on the waste-to-energy segment. 









C INCLUSION 


| find that the advances towards sustainable energy use are taking 
place at a fast pace globally, especially after the implementation of 
the Kyoto Protocol from February, 2005. We are committed to 
enhancing international cooperation for the use of renewable energy 
and the development and dissemination of innovative energy-related 
technology. Our commitment will be borne out by the various 
initiatives | have outlined above, and will lead to the creation of 
superior stakeholder value. 





, 






Besides, environment friendly energy production will enable the 
company to generate substantial revenue from the sale of carbon 
credits, Under the Clean Development Mechanism or Emission 
Trading, the cash flow from such sale is expected in the region of Rs 
75 mn per annum till 2016. 









Our pioneering status allows us to extract first mover advantages and 
create a market for environment friendly energy production not only in 
_ the country but globally. The near term thrust will make IFSL a major 
player across South Asia and the Middle East. In the long term, IFSL 
will have a substantial presence in Africa, South America and Europe. 







Mr. S.S. Dua, has mom than 4 decades of experionce in the Indian power setor, He is the 
Jormer Managing Direelor of BSES in Maharnshira, amd has steered all key activities in 
the company. Prior to this, he has also served BEES Kerala, BSES, Yamunas Power and 
BSES Rajihani (Delhi), He has also been associated with various publie welor 
organisations auch ax NTPC as its Exeentive Director, Maithon Power Lid. and BSES 









FSL has made considerable progress in combining its focus on world- 
jp technology with cost effective operations and is confident that 


Rajdhani Power Ltd. He has held direetorships in several prestigious power companies and 






has represented the Indian power sector at various international foru. 
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Grape Expectations 


Sula has made the Indian wine industry fashionable. 
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A Sula red: Here's to bridging the gap between Nashik and Napa valley 


PICTURESQUE 200-ACRE 
vineyard, a tastefully done 
up wine-tasting bar where a 
regular clientele streams in for its fix 
of wine and more, you could be 
mistaken for thinking you are in 
California’s Napa valley. Actually, 
this is Nashik in Maharashtra, 


SULA WINES 


It sells in France; need we say more? 
FOUNDED: 1997 
REVENUES: Rs 20 crore 


chronicled, for posterity, as India’s 
Napa valley by this very magazine 
two years ago. That isn’t bad going 
for a place that was once known as 
being the nearest town to Panchavati 
(literally, meeting place of five holy 
rivers), a Hindu holy spot. Rajeev 
Samant’s family hails from Nashik, 
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and it is to the Stanford-educated 
industrial engineer that credit for 
putting India on the world’s wine 
map, and reducing the incongruity 
of using Nashik and Napa in the 
same sentence should go. That’s 
some achievement: India had a wine 
industry before Sula, and even today, 
the company, is only the second 
largest wine maker in the country 
after Chateau Indage. 

Table grapes have always been 
grown in the Nashik region, but 
wine grapes are something else and 
Samant had to dig out climate 
records for the region for the pre- 
vious 50 years from an air force 
station, understand the wine busi- 
ness and wait for three years while 
his first crop matured. Today, Sula 
exports a Sauvignon Blanc to 
France. It is priced at 13 Euros (Rs 
702), and “there are wines that sell 





for 3 Euros (Rs 162) in France so 
we are not considered cheap”, says 
Samant who insists that Sula turned 
profitable two years ago. It has 
helped that the market itself has 
evolved into a Rs 250-300 crore 
one in this time and that a small, but 
growing breed of Indians has begun 
appreciating wines. 

Samant plans to launch another 
brand—Sula is a premium brand 
and the company has been receiv- 
ing requests for a cheaper wine 
from department stores overseas— 
and is also looking to open wine 
bars across the country as “margins 
in a front-end customer business 
are much higher than selling wine 
off the shelf”. All this, he reckons, 
should keep the company grow- 
ing at 30 per cent year-on-year. 
We'll drink to that. 

PRIYA SRINIVASAN 


1VdQNVY VNYONVA 


10 LAKH READERS HAVE MADE US PUNJABI. 


With a readership of 10.23 lakhs, Dainik Jagran has become the first newspaper to cross 


the 10 lakh mark in Punjab in five years. And that's a record. 


Wacrd GAA SI AANE 
9 STATES * 27 EDITIONS 


*Source: IRS 2005 R1. 





Needle-in-haystack Finder 


Pinstorm is one smart search-engine based marketer. 


ALL US BIASED, BUT BEING IN 

the business of words our- 

selves, we think Pinstorm is 
the coolest company in this listing 
(and one whose business needs some 
careful explaining, so read on). The 
key to internet-based marketing is 
key words. Every time a user 
searches for something on, say, 
Google, the results page also dis- 
plays sponsored links on the right. 
These links appear there because 


PINSTORM 


The new wordsmiths 
FOUNDED: 2004 
REVENUES: Rs 4.4 crore (2005-06 estimates) 


the companies concerned have paid 
money for them to do so when the 
searcher uses certain keywords. For 
instance, a Spanish travel company 
may have paid big money to ensure 
that its link is displayed when the 
keywords cheap and Spain are used 
in conjunction. Now, here's the 
catch. Most known combinations 
of keywords are very very very 
expensive; Pinstorm promises that its 
team of mathematicians and lin- 
guists can come up with lesser 
known keywords that are just as 
relevant to your business and do 
not cost as much, while, at the same 
time, bidding just the right amount 
across hundreds of keywords. Phew! 
Does it work? Well, Pinstorm has 
come up with gems such as Nike 
 Child-- Labour (keywords) for 
Child Relief and You, and 
Infosys-- Results for online brokerage 
Sharekhan. Founder Mahesh Murthy 
is so confident of his company's 
technology that he charges customers 
a fee based on leads generated, not, 
as is the practice in the business, a cut 
on the total spend. That's earned 
him business from the likes of British 
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Pinstorm's Murthy: On the mark with marketing 


Airways, American Express, eBay, 
Sun Microsystems, Greenpeace and 
Monster India. Better still, the tech- 
nology, claims Murthy, can work 
across languages. The company's 
technology has actually helped it 
identify under-serviced segments in 
the market and it has ventured into 
two of these, handicrafts and hotel 


reservations in India (ah, that would 
explain the consignment of brass 
handicrafts that arrived along with 
this reporter at Pinstorm's office), but 
it is as a search-based marketing en- 
gine that Pinstorm would like to be 
known. That, as we have already 
said, is cool. 

PRIYA SRINIVASAN 


MV YIWNOS 


ELE (Jui 
EXCEED YOUR VISION 


YOU CAN BLINDLY DEPEND ON AN EPSON DOT MATRIX PRINTER TO DELIVER 
PERFORMANCE that's consistent, efficient & economical. Which means that you can 


enjoy truly hassle-free printing - whether its reports, tax invoices, forms or any other 000 EPSO 
type of documentation your business needs. N 


i 
FULLY "i MAS PRINTERS | 
s i ULY RELIABLE. | 
B5 Van For service, product info or to order a cartridge - 1600 425 0011 (9AM - 9PM) 


= n ~~ 


IELPLINE | For service (COMA & mobile users)- 3900 1600 (9AM - 6PM) — — —— www.epson.co.in 
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The Original Handheld 


Hidesign is the Indian leather brand the world knows best. 


HERE'S SOMETHING ABOUT 

Pondicherry, a Union 

Territory once ruled by the 
French. Some of the best handmade 
paper in the world can be found 
at Auroville, a commune of indi- 
viduals from all over the world who 
follow the teachings of Aurobindo; 
what is, arguably, India's best pub- 
lic library, the Romain Rolland 
stands in the centre of the old town; 
and the Ur's many quaint restau- 
rants, many located in buildings 
that would fit more into the 
topography of Old Paris than New 
India, serve everything from original 
Italian to original Cajun (and every- 
thing in-between). Pondicherry is 
also home to the factory of 
Hidesign, a company founded by 
Dilip Kapur, a PhD in international 
studies who wandered into the 


HIDESIGN 


Home-grown Louis Vuitton 
FOUNDED: 1978 
REVENUES: Rs 220 crore 


leather trade in 1978. Today, 
Hidesign sells a range of leather 
garments, luggage, bags and acces- 
sories in 15 countries across the 
world; it has eight stores overseas 
(and 28 in India), with the first hav- 
ing opened for business in Moscow 
in 2001. That would make Hidesign 
the earliest Indian fashion brand to 
go global. *We are the affordable 
end of the luxury segment, but the 
plan is to have a range extending 
into the super-premium luxury seg- 
ment too," says Kunal Sachdev, 
CEO, Hidesign. That would mean 
handbags priced at $500 (Rs 
22,000), garments, at $1,000 (Rs 
44,000), and competing with the 
likes of Louis Vuitton, Mango, Prada 
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Hidesign’s Kapur: Clearly, this is leather that 


and Gucci. Much of Hidesign’s 
global brand equity stems from the 
product itself: the best hides, eco- 
friendly methods of treating them us- 
ing vegetable dyes and original brass 
fittings. Hidesign has parlayed the 
strength of its brand into an epony- 
mous hotel shortly to be opened 
in Pondicherry, but Sachdev insists 
that this is a one-off diversification 





weathers 


and that the company will continue 
to focus exclusively on leather and 
related areas like a venture into 
perfumes. Over the next three years, 
Hidesign hopes to increase the num- 
ber of stores it sells out of overseas 
to around 45-50. When that hap- 
pens, India’s first global luxury brand 
would have truly arrived. 
VENKATESHA BABU 
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The Virtual Workforce 8. > 


Temp-warrior TeamLease has changed the employment paradigm in India. 





HREE YEARS FROM NOW, TEAMLEASE, WHICH HAS 21,000 EMPLOYEES ON 

its rolls, will become India's largest private sector employer. And, 

any day now, the government may decide to force the company to 
down shutters: Indian labour laws do not have the words to define a com- 
pany such as TeamLease, which is in the area of staffing (or temping). The 
idea came to entrepreneurs Ashok Reddy and Manish Sabharwal, when 
they were exiting their payroll processing start-up India Life, after selling 
it to a global HR consulting firm in 2002. Their customers (essentially HR 
managers) had often bemoaned that India's inflexible labour laws made 
it difficult for them to hire people when 
they needed to simply because they could- 
n't let them go if market conditions 
changed. And so, the duo founded 
TeamLease to be a “liquidity provider in 
the labour market”. “Current labour laws 
protect the interests of eight million work- 
ers in the organised sector against those of 340 million in the unorganised 
one,” says Sabharwal, Chairman, TeamLease. TeamLease recruits peo- 
ple and deploys them across clients, moving them elsewhere once the need 
passes. The business isn’t new, but as Reddy, Managing Director, 
TeamLease says, “We are the first with operations across the country, with 
289 customers and deployment at 245 locations.” From white-collar dep- 
loyments, TeamLease has ventured into blue-collar ones. That's treach- 
erous terrain, but Reddy and Sabharwal are convinced it is the w ay tO £0. TeamLease’s Sabharwal (front) and 

VENKATESHA BABU Reddy: The liquid labour guys 


HAT INDIA'S DEFENCE EXPENDITURE WILL CONTINUE TO RISE IS A 


e 
Microwavable given; just as it is a given that the Indian mobile telephony 


market will explode over the next few years ending 2007 (or 

Astrais a one-company industry. 2008, depending on which estimate you go by) with 200 million 

users, One company that can celebrate this number all the way to 

the bank is Hyderabad-based Astra Microwave Products, one of the , 
leading private sector companies that makes components and i 
sub-systems for wireless communica- 
tion in the microwave frequency range 
(it was founded by three technocrats). 
That immediately puts India’s defence 
and space agencies on the company’s 
customer-list. Till as recently as 2001, 
Astra’s revenues came largely from R&D 
work it carried out for defence and space agencies, but since 

then, it has ventured into manufacturing products. Today, around 

70 per cent of Astra’s revenues come from these agencies and the 

rest from companies in the private sector, largely telcos, “Getting 

the right manpower is the main challenge for us,” says founder and ? 
Managing Director B. Malla Reddy. Coolness, you see, does 
" nothing to address demand-supply imbalances in labour. 

An Astra Micro lab: What's cooking? E. KUMAR SHARMA 
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Leadership... 


* GeoEngineering & GIS * Engineering & Design for Power, Process, Refinery & Petrochemicals + Mechanical Design & PLM * Internet and eBusiness 








E 


Pioneering Initiatives. Growing Markets. 


Rolta's pioneering efforts in a high technology knowledge-based business has earned it global 
recognition and international acclaim. 


The undisputed leader in GeoSpatial technology in India for nearly two decades, Rolta enjoys a 
market share of over 70% in this business and is the primary solutions provider to nodal agencies 
in Survey, Defence, Space, Environment, Hydrology, Telecom, Electric, and other sectors. 


What's more, it continues to be rated amongst the world's top GIS and Photogrammetry SN 
service providers, executing complex and high value export projects for customers in US, Europe 
and Middle East. 


In the engineering domain, Rolta has carved out a market share of over 80% in the Plant 
Design Automation (PDA) segment in India, while in the Mechanical Design Automation (MDA) 
segment, Rolta provides a complete range of solutions and services encompassing all areas of 
the product lifecycle from “art-to-part” and beyond. 


Moving to the next level, Rolta in partnership with Stone & Webster Inc., one of the world's 
foremost engineering companies, has established a full service Engineering and Procurement 
Joint Venture Company Stone & Webster Rolta Limited and also set-up preferred partnerships 
with world leaders like The Dow Chemical Company 


Rolta also provides cutting edge eBusiness and Internet related security solutions and services. 
As a premier worldwide partner of Computer Associates, Rolta provides extensive services for 
high-end Consulting, Implementation, Enterprise Management, Security, Storage, Service 
Management, Rapid Application Development and offshore Software Testing on varied CA 
platforms. 


Rolta's market leadership is much more than a mere statistic. It is an indicator of the quality of 
Rolta's trusting relationship with its customers. And an effective guarantor of future business. 
Which is what you'd expect from a truly world-class company. 





> India's Number 1 CADICAMIGIS solutions provider : E 
> Amongst the world's top AM/FM/GIS & Photogrammetry services providers 


> Leading provider of Plant Design Automation Solutions in India, and preferred partner for providing 
Plant Engineering Design services globally to intemational giants fike The Dow Chemical Company 

> Joint Venture established with Stone & Webster Inc, USA, one of the world's foremost engineering 
companies for addressing large projects, in segments like power, petrochemical, refinery and others 

> One of the top-three Premier Global Service Partners of Computer Associates, worldwide, for IT 
services in the areas of Enterprise Management, Security, S/W Development & Testing 

» Strong business partnerships with international technology leaders - Intergraph, Z/ Imaging, PTC, 
IBM, Microsoft, Oracle and others E 

> Worldwide presence with over 3000 professionals, and state-of-the-art infrastructure including global 
connectivity and software development centers in India & USA + 

> Subsidiaries in USA, Canada, UK, Germany, Netherlands, Saudi Arabia, Middle East and a network 
of over 15 full-fledged offices in India 

> Top quality certifications such as ISO 9001:2000, SEI CMM Level 5, BS 7799, BS 15000 — 

> A leading Public Company with over 1,30,000 shareholders, profitable and consistently paying 
dividends since IPO in 1990 ial 

> Ranked by Forbes Global for three years in a row (2001, 2002, 2003) amongst the 200 Best 
Companies in the world (Sales upto US $ 1 billion), only eighteen such companies worldwide 

> Impressive list of domestic and international Customers, such as: Saudi Telecom, British Telecom, 
National Grid, Verizon, Sodexho, Cingular, Shell, Technip, EDS Medical, US Amy, ONGC, IOCL, 
LAT, Reliance, Indiana Supreme Court, Telus, Bechtel, Aramco, Phillips Medical, HSBC, Master 
Card, Bear Stearns & Co, Indian Defence, EIL, BHEL, BSNL, Tata Chemicals, Pollution Control 
Boards, NRSA and many others 



































ROLTA 


Managing Technology...Maximising Value 
Rolta India Limited, Rolta Technology Park, MIDC - Marol, Andheri (East), Mumbai - 400 093. Tel.: 022 - 2832 6666 www.rolta.com 


From A To B 


SatNav has a direction finder for India. 


Firms that just missed out the listing. 


Some Happily 
Unmarried products: 


Eve-catchers 





H 4 id 
SatNav's hand-held device: You are here 


ICTURE THIS: YOU ARE IN A CAR WITH YOUR WIFE, 
completely lost, and (as always), reluctant to ask for 
directions. Now, picture this alternative: just as 
your wife is beginning to get a trifle restive, you pull 
out your SatGuide, an in-vehicle navigation device, and 
minutes later you are at your destination and the wife is 





giving you her my-hero look. Such navigation devices have 
been available in the us and parts 


SATNAV of Europe for some time; now. Happily Unmarried 


Maps in your hand thanks to Hyderabad-based SatNav 


l'echnologies thev will soon be avail- 
FOUNDED-January2004 BIS the ET 


: able in India (actually, they already OUNDED AS A "RESOURCE" FOR SINGLE 
VENUES: Rs 66 lakh (Rs 4-4.5 are in three cities, Hyderabad, Delhi people in search of a dwelling, Happily 
crore in 2005-06) , e pte. dps di 
and Mumbai, and will be in seven Unmarried has since morphed into a 
more by the end of this year). SatNav knick-knack designing firm that produces 
has developed a proprietary software that can help it and sells products such as Model P, a coal-iron 
map a city at a 50th of the global cost. It is on the press shaped ashtray/trinket box, (there are 
strength of this that it has launched a clutch of offerings, some 35 products in all). At Rs 50 lakh, the 
including one called a-mantra that handles tasks such company is small, but the four young men 
as seat-optimisation and transport logistics for busi- who run it (not all are unmarried) have just fo- 
ness process outsourcing firms; the product has found unded an apparel line, propose to move into a 
favour with Satyam, Gecis and icici Bank. That may range of furnishing and bed linen, even launch 
bring in the moolah (over 50 per cent of revenues), but a travel venture. “The whole idea is to have 
as CEO Amit Kishore Prasad will vouch, the hand-held fun,” says co-founder Rahul Anand. “Making 
navigator has more oomph. a movie someday would be cool too.” 
E. KUMAR SHARMA SUPRIYA SHRINATI 
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Jumbo King 


T TAKES EITHER IMMENSE CONFIDENCE OR 

foolish optimism to brand street food 

like Mumbai's vada pav (a potato patty in 
a sandwich). In Jumbo King's case, things 
worked for one simple reason, hygiene. 
And so, the Jumbo King offering comes 
minus spoilers such as rancid oil and the 
vendor's grubby hands; think instead of 
the same product cooked in a central 
kitchen, transported in refrigerated vehicles 
to 15 stores in Mumbai and handled with 
gloved hands. The price? A competitive 
Rs 5. Founders Dheeraj Gupta and his 
wife Reeta, both MBAs from Pune's 
Symbiosis Centre for Management and HR 
Development, are now eyeing Pune, and 
fielding franchisee-enquiries from as far 
away as Kerala. 


UMESH GOSWAMI 


PRIYA SRINIVASAN 


Herbal Bar 


EQUILA OR OJOUS, THE CHOICE IS YOURS. FOR THE HEALTH- 
conscious, it has to invariably be the latter, an Ayurvedic 
energy drink that is a combination of seven to eight 
herbs. Ojous and 12 other drinks with specific health-enhancing 
attributes can be imbibed at Delhi's herbal bar (part of the 
Kerala Vaidyasala). Harshajeet Kuroop, Director, Kerala, 
Vaidyasala, is now eyeing the Mumbai and Bangalore markets. 
PRIYA SRINIVASAN 


Hic Calix: And at The Herbal Bar, it's good for the liver too 


NV NINOS 


UH 
Spot the opp?: Yogesh Shah did 


The Backpackerco 


E BACKPACKERCO, SET UP BY BACK- 
| packing enthusiasts Yogesh Shah and 
his wife, has tie-ups with most travel 
and accommodation networks in the world, 
and provides support for the backpacker (its 
revenues come from commissions). The 
company closed last year with Rs 30 lakh in 
revenues. Currently, Shah’s clientele is dom- 
inated by advertising pros, but with growing 
incomes in sectors such as IT and ITES, he can 
expect a significant change in that soon. 
PRIYA SRINIVASAN 
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Are They Still Cool? 


Business Today discovers that last year's listers still have it. 


EN, 
Quest CEO Ajit Prabhu: All set to 
gain from outsourcing Godly access 
Ayush: Fast moving consumer goods behemoth HLI 
may have missed its target of 50 Ayush centres and 1.5 
lakh customers (16 and 100,000 are the actual numbers), 
but it insists that it has been able to successfully brand 
Ayurveda and that more centres are on the way. 


Bartronics: Its biometric solutions (for managing 
queues, typically) have become the rage in temples across 
India, but the company is focussing on radio frequency ID 
and has gotten into the business of manufacturing point 
of sale systems for retail chains. 2004-05 Revenues: 
Rs 18.25 crore. 2003-04 Revenues: Rs 12.5 crore. 


Care Hospital: Its revenues increased by Rs 22 crore 
to Rs 107 crore in 2004-05, and the hospital is exp- 
anding into the diagnostic- and pharmacy-chain business 
and hopes to have 50 outlets by April 2006. 


Indiagames: Early this year, Chinese mobile content 
firm TomOnline acquired a majority stake in it at a 
(company) valuation of $22 million (Rs 96.8 crore). 
With access to the largest mobile telephony market in the 
world, the Vishal Gondal-promoted firm couldn't have 
written a better future for itself. Revenues: $3-5 million 
(Rs 13.2-22 crore) Last year: Rs 10-15 crore. 


Mocha: The Impresario Group, that runs Mocha, 
has had a busy year. Three international master fran- 
chisees have been appointed for Sharjah, Dubai and 
Indonesia. Meanwhile, four more outlets are up in 
India; the group's doughnut chain, The Doughnut 
Company, has grown to 12 outlets in Mumbai; and it 
has forged an alliance with an Italian firm to make 
and sell gelatos in India. 2004-05 Revenues: Rs 18 
crore. 2003-04 Revenues: Rs 9.6 crore. 


Proalgen: The company (its main revenue stream is the 
production of beta carotene from algae) has managed to 
acquire the land (some 140 acres) it was trying to 
when it featured in this listing. 2004-05 Revenues: Rs 1.5 


Bartronics' biometric device: For that 


Stents@Vascular Concepts: 
Eyeing hearts in Europe now 


crore. 2003-04 Revenues: Rs 1 crore. 


Quest: Its revenues haven't increased from the Rs 95 
crore they were at last year, but Quest has added some 
300 people to its workforce and stands to gain from the 
fact that the outsourcing of design engineering has 
grown from a $7-billion (Rs 30,800-crore) business 
to a $12-billion (Rs 52,800-crore) one. 


Tantra: Here's another of last year's listers that has gone 
global (France, the UK, West Asia, Australia and New 
Zealand). The next frontier: the Us. Meanwhile, revenues 
have grown 25-30 per cent over last year's Rs 5-6 
crore, and Luxembourg-based design hotshop Nico, 
which tracks and showcases innovative garment prints 
across the world, has picked just one Asian entry for its 
lastest listing, Tantra. 


Toonz Animation: With new films, including several 
small ones for Disney, Toonz, the pioneer as far as 
original animated content from India goes, hopes to close 
2005-06 with Rs 48 crore in revenues. That's a leap 
from the Rs 18 crore it closed 2003-04 with. Also on the 
cards: a new studio either in Pune or Bangalore. 


Varma Corp: Well, it hasn't released a motion pic a 
week, but with six releases in a year, auteur Ram Gopal 
Varma's strategy of treating films no differently from 
beverages (both are brands, see?) seems to be coming 
along fine. 2004-05 Revenues: Rs 29.67 crore. 2003-04 
Revenues: Rs 27 crore. 


Vascular Concepts: The stent maker has doubled 
revenues to Rs 70 crore and will soon enter Europe. 


Xenitis: From one city, the company has expanded its 
operations (it sells low priced PCs) to 22, exports to 
Bangladesh, Nepal and New Zealand; and grew rev- 
enues from Rs 23 crore to Rs 178 crore. This year's tar- 
get: Rs 500 crore. m 
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The first name and the last word in 
tiles. Kajaria. India's only Superbrand 
among all the biggest players in the 
industry. In just 17 incredible years, 
Kajaria is today the unmistakable 
leader of quality and innovations. 
With over 5000 dealers reaching out, 
beyond India, to 20 countries across 
the globe. And if that wasn't reward 
enough, Kajaria has been awarded 
ISO 9001 for quality, ISO 14001 
for maintaining environmental 
standards, OHSAS 8001-2001 for its 
strict safety systems and SA 8000- 
2001 for social accountability. 
Correct, Kajaria leads by example. 


Kajaria Ceramics Ltd.: J-1/B-1 (extn.), Mohan Co-op Indl. Estate, Mathura Road, New Delhi - 110 044. 


www.kajariaceramics.cc 


MATTERS. 


India Today (English + Hindi): 16.1 million readers 
The Times of India + Navbharat Times: 10.4 million readers 


INDIA TODAY readership 55% more than the TIMES! 


* Unduplicated readership figures. Source: NRS 2005. 
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TEXTILES 

m Negotiate to see that rules of origin are 

not changed to stop Indian exports 

m No preferential treatment for countries 
within various regional trade blocs 

w Easier customs and administrative 
clearances at various ports and airports 

w Delink exports from labour and 
environmental issues 

m Stop EU from imposing anti-dumping 
and anti-subsidy duties on Indian linen 


ISV AWOHS 








India Inc.’s Wish List 


The next WTO talks will be crucial for Indian industry. 


will give an arm and a leg to 

see fulfilled. It’s also a wish list 
that will involve hard negotiations, 
backroom deals and, probably, some 
arm-twisting. Indian industry wants 
easier access for its goods, services 
and personnel into developed mar- 
kets. The platform: the wro (World 
Trade Organization) Ministerial 
Negotiations in Hong Kong this 
December. 

Agriculture remains the biggest 
stumbling block in the talks be- 
tween the developed and developing 


CHEMICALS 

= Ensure uniformity in regulatory norms. 
and risk assessment requirements 

m Fight unilateral SPS conditions imposed 
by the developed countries 

m Negotiate against unjustifiably high 
standards of EU chemical regulations 

m Fight questionable standards on 
quarantine restrictions — 

m Fight unnecessary restrictions on the 

use of certain chemicals — 


I* A WISH LIST THAT INDIA INC. 


A New Drug Order 


Capping drug prices may not be the best thing to do. 


$a ROUGH RIDE CONTINUES FOR 
the Indian pharmaceutical 
industry. Close on the heels of the 
MRP-linked excise duties and the 
implementation of value-added tax 
in some states, comes another big air 
pocket in the form of the recom- 
mendations of the Pronab Sen Task 
Force on Drug Pricing. 

The task force wants 246 new 
drugs, including those under patents, 
to be added to the list of 39 cur- 
rently under price control. 
Interpretation: the reference point 
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for patented drug prices will either 
be their international prices or the 
price of their therapeutic equiva- 
lents in India. The rationale: 
affordability. The flip side: corporate 
margins will be hit. 

The draft also talks of a time- 
bound process to de-brand *se- 
lect" drugs. These drugs, hence- 
forth, will only carry the Api (active 
pharmaceutical ingredient) and the 
name of the manufacturer. And 
doctors will be asked to prescribe 
generic drugs rather than brands so 





countries. India wants access for its 
farm products and cuts in subsidies 
that the West gives its farmers. But 
progress on the talks is slow. 

The services sector is praying 
hard for some commitment from 
the developed world on Mode IV, 
which allows professionals to move 
freely across countries, unfettered by 
things like H1B visas. *Professionals 
wanting to travel abroad for work 
need to be treated differently from 
general immigration," says Sunil 
Mehta, Vice President, NASSCOM. 

Indian industry also wants the 


FOOD PROCESSING 


m Prevent unilateral imposition of 
standards that restrict market access 
= Delink condition of workers and other 
w Ensure exports of eggs, meat and 
meat products to the European Union 
m Ensure exports of fruits and vegetables 
to China and Japan 
m Amend the SPS Agreement to prevent its 
misuse as a non-tariff barrier 


THE RECOMMENDATIONS 


m 246 new drugs to be brought under 
the price control net 

m Begin a time-bound process for 
de-branding of drugs 

m Settlement Commission to review and 
resolve all DPCO cases 

m Replacing the DPCO by a new Drugs 
(Price Regulation and Monitoring) Act 

m Replace criminal liability with punitive 
penalty for all offences 





issue of non-tariff barriers, a.k.a. 
sanitary and phytosanitary (SPs), 
sorted out. The chemicals and food 
processing industries and the agri- 
cultural sector, in particular, are 
demanding amendments, or at least 
authorised interpretations, of the 
sps Agreement so that individual 
countries can’t set arbitrary stan- 
dards. The demand is much the 
same in textiles: lower tariff barriers 
and greater market access. 

Rafeeq Ahmed, former President, 
FIEO, says Indian businesses are will- 
ing to accept ASEAN tariff levels of 10 
per cent on finished goods and 5 
per cent on raw materials in return 
for concessions on non-tariff barriers, 
But will the West cede ground? 
Watch this space. 

ASHISH GUPTA 
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iens such as s Chile and Argentina 
w Ensure protection of intellectual — 


property rights in China 
E s, Feno nena as 





that the man on the street is not 
forced to fork out huge premiums 
that companies charge for certain 
brands. There’s also a proposal to 
give the government greater con- 
trol over the pricing and monitor- 
ing of drugs. 

The proposed Settlement 
Commission, however, is expected 
to lead to a quicker disposal of 
price-related disputes between the 
government and industry. 

The industry is expected to give 
its views on the draft in the sec- 
ond week of September. It will be 
implemented only after suitable 
amendments are incorporated. 

ASHISH GUPTA 





Keeping mum: FM Chidambaram (left) and RBI Governor Y.V. Reddy 


Championing Consolidation 


The Finance Minister wants more mergers among 
public sector banks, but RBI is dragging its feet. 


INANCE MINISTER P. CHIDAMBARAM IS KEEN TO PUSH THROUGH 

consolidation in the banking sector. He said as much at the 
annual general meeting of the Indian Banks’ Association in 
Mumbai in the last week of August. And with good reason! 

Basel II norms will be introduced in the country next year. 
Banks will then have to set aside capital not only for credit 
and market risks, but also for risks arising out of internal defi- 
ciencies. The tab, according to Ashvin Parekh, National Leader 
(Financial Services), Ernst & Young, will be Rs 25,000 crore. 
“Basel II will be highly capital intensive and the Indian banking 
industry will need Rs 25,000 crore between 2007 and 2010,” he 
says. As public sector banks still dominate the Indian banking 
industry—they make up more than 80 per cent of it— 
Chidambaram could be forced to cough up around Rs 20,000 
crore to meet the new norms. 

It won't be easy to find so much money, not unless there is con- 
solidation in the public sector banking industry. The logic is 
simple: larger banks can be expected to have stronger balance 
sheets, making it easier for them to raise funds from private 
investors. Also, the merger of weaker banks with the stronger ones 
will obviate the need for the government to bail them out, 
should they get into trouble. 

But the Rs 20,000-crore question is: will consolidation happen? 
Despite Chidambaram's enthusiasm, the proposal to merge 
Union Bank of India and the Bank of India has been hanging fire 
for a year. His ministry has not sought parliamentary approval, a 
mandatory requirement for the merger of public sector banks, for 
the same. The Reserve Bank of India, too, has yet to announce any 
guidelines on such mergers. 

Meanwhile, the Basel II deadline nears. m 

ASHISH GUPTA 
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Beautiful Gateway: The Welsh countryside offers some stunning view for the business-weary executive 
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Magnificent Cardiff: Provides true life-work balance 


LLLI 
SEWER: 





High-tech Houses: Techniums are in vogue 


A winning combination of competitive set-up 
costs, a highly skilled and innovative 
workforce, advanced communications and 
gateway to global markets makes Wales the 
premier choice for investments. Can India 
Inc. afford to miss out this great opportunity? 
ASHISH GUPTA 


VER SINCE THE 47-YEAR-OLD SIRIJIWAN SINGH 

packed his bags for his new address in Wales 

in 2003 to head the pharmaceutical major, 

Wockhardt uk Ltd—the new entity created 

after the acquisition of CP Pharmaceuticals 
and Wallis Led by Wockhardt India—he has never 
felt homesick. The soft-spoken managing director of the 
biggest Indian company in Wales, who considers him- 
self more of a Briton than an Indian, attributes this to 
the fact that he has “had no cause for complaint ever” 
Neither from the government (Welsh Assembly), nor 
from the bureaucracy. The Welsh workforce—which 
constitutes more than 90 per cent of the total workforce 
of 360—is cooperative, and even the weather is fine. “It 
has been a wonderful experience,” he smiles. 

Singh singles out the Welsh Development Agency 
(wpa)—funded by the Welsh government and com 
mitted to maintaining Wales’ status as a world-class 
location for overseas business—for the biggest ac 
colades for facilitating access to all relevant go 
ernment and private agencies, and sorting out his 
problems from Day One. “This partnership (with the 
wpa) has been fruitful," he nods. 

Ask him whether other Indian companies too 
should follow Wockhardt’s example and set up man 
ufacturing bases here, his answer is an unequivoca 
“yes”, But while it is easy to get carried away by 
Singh’s enthusiasm for all things Welsh, it raises some 
pertinent questions. Why should any Indian company, 
however strong it might be, invest millions in a little 
known “country within a country” such as Wales? 
Or why should any Indian entrepreneur, however 
enterprising, travel thousands of kilometres to set up a 
manufacturing base or a service facility in a tiny land 
that is just over 21,000 square kilometres with a poy 
ulation of around three million? 

To tip the scale in its favour, Wales needs to justify 
itself as a perfect business destination. And yes, Wales 
scores over most European nations. It provides a gat 
way to the UK, Europe and key markets around the 
world for Indian products; an educated and dedicated 
workforce (25 per cent cheaper than Germany, 60 
per cent lower than the UK); a state-of-the-art telecom 
munications network that provides broadband services 
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to more than 80 per cent of the 
population; a corporate tax of 30 
per cent, which is one of the lowest 
in the European Union, and com- 
petitive property prices. 


WALES: 


There are financial incentives Area 
too for companies seeking to set — 20,764 square kilometres 
up manufacturing base—whether in ; 
manufacturing or new technology 29 million people 
areas such as biosciences, financial : 
services, software and digital media A Mn P Wales 
or even in call centres. The assis- 
tance can come from the Welsh Literacy rate 
Assembly Government in the form 100 per cent 
of Regional Selective Assistance Workforce 
and Assembly Investment Grant; — 13 million 


from WDA in terms of Property 


Development Grant and Finance pupae 


Wales, among others. 

No wonder then, more than 
500 multinational companies have 
already invested some $28 billion 
(Rs 1,23,200 crore) in their opera- 
tions in Wales. Heading this list is 
the EU (over 200 companies), ^ 

$ runk road «mmm 

closely followed by the us with 
more than 180 companies and Port dier 
Japan with around 50 companies. 
“But our biggest success lies in the fact that more than 
60 per cent of these companies have reinvested in 
their Wales facilities,” contends Bob Hughes, Inward 
Investment Manager, WDA, who is in charge of not only 
taking care of the existing businesses in North Wales, 
but attracting new ones. 

Wales’ decision to go forth and woo the world 
had as much to do with the necessities of a changing 
global order as its need to keep its unemployment 
rate down. “The transformation from an industrialised 
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Tomorrow's Labs: The buzzword 
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nation basically dealing in steel and coal to one that is 
geared more towards a knowledge-based, high-tech- 
nology economy began after the Second World War 
with the realisation that other countries had a com- 
petitive edge in the heavy industry sector,” says Peter 
Henley, Head (Advanced Manufacturing International 
Services), WDA. Moreover, the decline in the tradi- 
tional industries meant the need to create alternative 
sources of employment. 

So, leaving manufacturing in the safe hands of 


Exports: 
The Rising Tide 
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Airbus, Alcoa, Bayer, Bosch, Coca-Cola, Dow 
Chemical, DuPont, Ford, General Electric, General 
Motors, Honeywell, Kellogg's, Kimberly Clark, 
Lufthansa, Matsushita, Merck, Raytheon, Sharp 
Electronics, Solectron, Sony, Sumitomo, Tata 
Technologies, T-Mobile, Toyota, Unilever, United 
Technologies, Wockhardt...are based in Wales 
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Are you one of the many Global t 
Companies who have chosen " 

Wales as a base for their 1 

European operations? 3 

FACT: If the UK is the favourite European 4 


location for global business, Wales, the 
Land of the Dragon, is rapidly emerging as 
a location of choice within the UK. Almost 500 
foreign-owned companies have operations in Wales. And 
what's more, scores of exciting emerging companies in 
technology and bioscience have set up base in Wales. That's 
why, Wales is the place to be in. 
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Welsh Development Agency (India) 
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THE WELSH 


EXPERIENCE 


Pharma major Wockhardt's 
acquisition spree in the UK 
has paid rich dividends. 






of the Indian pharmaceutical 

major Wockhardt Ltd, Wales 
has been a happy hunting ground. 
Beginning with its first acquisition of 
Wallis Laboratory in 1998, an over- 
the-counter pharmaceutical com- 
pany based in Luton for £2.5 million 
(Rs 17 crore then), it went on to 
acquire CP Pharmaceuticals, à Wockhardt Chairman Habil 
Wales-based company, for £23 — Khorakiwala: Leading the foray 
million (Rs 177 crore then) in June 
2003. And it is still thirsting for more. 

And for Sirijiwan Singh, Managing Director, Wockhardt UK, the inorganic 
route to growth has paid rich dividends. It helped the company gain a 
foothold in the lucrative European pharmaceutical market and added a whole 
set of drugs to its existing portfolio with significant potential. These include 
the Hypurin range of animal insulins, Hylase (a drug used for ophthalmic sur- 
gery) and Multiparin range of Heparins. 

"But significantly, we were able to add a lot of value to these acquisitions and 
create an identity of our own," contends Singh, who was part of Wockhardt's 
acquisition team for both Wallis and CP Pharmaceuticals. "By restructuring Wallis, 
Wockhardt UK were able to move a lot of low-cost drugs such as paracetamol 
and ibuprofen to India, thereby drastically reducing costs," adds Singh. 

While Wallis gave Wockhardt UK an entry into the UK retail chain business 
because its medicines were being sold over the counter in retail shops such as 
Tesco and ASDA, the acquisition of CP Pharmaceutical gave it a foothold in the 
hospital sector, the generics market and in contract manufacturing (producing 
drugs for large manufacturing companies). After all, CP Pharmaceuticals already 
has 230 market-authorised drugs in the market and another 50 in the pipeline. 

Today, a satisfied Singh says that the company has managed to increase the 
tumover of CP Pharmaceuticals from £34 million (Rs 261.8 crore)—when it took 
over—to nearly £54 million (Rs 448.2 crore) in 2004 and expects to cross the 
£58 million (Rs 458.2 crore) tumover-mark by 2005-end. And that too when 
the company has right sized its staff from 570 to 360 employees. 

And that's not all. After acquiring Esparma GmbH, a German pharmaceu- 
tical company in 2004, Wockhardt UK moved all its products to its manufac- 
turing unit in Wrexham in North Wales. These include a number of branded 
creams and liquids, mainly used for treating wounds. “It wouldn’t have made 
sense to manufacture the products in India, because shipping them back to Europe 
would be an expensive proposition,” adds Singh. 

So, for Singh making the Wrexham plant the manufacturing hub of Europe 
is the most important issue today. No wonder then, the company is investing huge 
amounts in improving the facilities. It has already invested £3.5 million (Rs 28.35 
crore) in the last two years to improve the facility—basically changing the old 
machinery for new ones. “Next year we will invest around £1.5 million (Rs 11.85 
crore) to bring in new machines such as high-speed inspection machines and 
adding new machines for sterile products to give a new impetus to the flourishing 
contract manufacturing activities,” adds Singh. 


F: WOCKHARDT UK, A SUBSIDIARY 
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Germany and Japan, Wales turned 
its attention towards consumer- 
focused products such as white 
goods companies and entrenched 
players in the automobiles and the 
aerospace industries. Thus while 
Sony, one of the first Japanese 
multinationals to invest in Wales 
for manufacturing cathode ray tubes 
for its television sets, may have 
started rightsizing its Wales opera- 
tion because of increased demand 
for plasma and other high-end Tvs, 
the automotive and aerospace 
industries have continued to flour- 
ish. For instance, us giant, Ford 
Motor Company, that produces en- 
gines for Volvo and the Land Rover, 
is planning to invest nearly $360 
million (Rs 1,584 crore) to expand 
its operations here. Similarly, GE 
Aircraft Engine Services at Cardiff 
and the Airbus facility in Broughton 
in North Wales are pumping in 
millions of dollars to upgrade facil- 
ities in Wales. While the former is 
preparing to welcome the Gp-7000 
engine that is being inducted by 
commercial airlines next year, the 
latter too is getting ready to manu- 
facture wings for the still-to-be 
launched A350 passenger jets. 
Similarly, the $5.8 billion (Rs 
25,520 crore) electronics indus- 
try too has caught the imagina- 
tion of Welsh authorities. The 
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Best for Business MasnachCymru 


When-it:comes.tó business, Wales.has a lot to offer. 
And there hás never been a more supportive climate 
for companies in India to build-successful business 
partnerships-with Welsh companies. 


Wales is emerging as a-winning knowledge-based 
economy.through its investment in new-technologies, 
training and education - industry, academia and 
government working together... 


„and WalesTrade International was created to act as 
the driving force in establishing strategic business 
alliances between companies in Wales and their 
counterparts worldwide. Our international network 
ensures local support and knowledge and we will 
deliver 100% to help you find Welsh partners. 


Make Wales your partner... 
Innovative companies 
Positive attitude 


Make WalesTrade International 
your starting point... 

Local support 

Profitable partnerships 


Tel +44 (0) 29 2082 3540 www.walestrade.com Wero Beal 
Fax +44 (0) 29 2082 3964 exports@vwales.gsi.gov.uk Welch Agsertibly Government 
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FROM THE CRUCIBLE 
TO THE GLOBAL STAGE 


one-stop answer for all their needs. 


ROM A DISTANCE, THE OPTIC 
[- opio teron Technology & 

Incubation Centre) Technium at St 
Asaph Business Park in North Wales 
looks rather imposing. On one side of 
the building are just rows and rows of 
solar panels that light up the entire 
building—7,700 square kilometres of 
floor space with an incubation centre of 
24 units, a technology centre with 
clean room facilities for innovative prod- 
ucts and a business centre, which 
includes conference facilities. 

The OpTIC Technium, among the 
nine others in Wales, are basically 
incubator houses for start-up compa- 
nies—firms that have brilliant ideas, 
but need some hand holding before 
their products can become marketing 
successes. And it is here that the Techniums step in by 
providing them with the necessary funds through meetings with 
venture capitalists. They also provide support services including 
technology, academic expertise and help them market these 
products, even get patents. And for all these services, the man- 
agement only charges them a nominal rent. _ 

For instance, the OpTIC Technium, managed by 
Optropreuers Ltd, a private sector company supported by 
the Welsh Development Agency and the Welsh Optro- 
electronics Forum, provides a three-phase power supply, wa- 
ter supply, compressed air and air conditioning along 
with broadband facilities. As Steve Davis, Director, 
Technium, points out: "Venture capitalists are willing to fund 
anywhere between £0.5 million and £2 million (Rs 3.95- 
15.8 crore) depending on the project." And it is also easy 
to get VCs to come to these Techniums because they can 
get to meet 20 to 30 start-ups at one time. 


TECHNIUM 
LOCATIONS 


For knowledge-based start-ups, Techniums provide a 










Swansea Technium: Turning big 
ideas into big business 





Today, there are as many as nine 
Techniums catering to hi-tech areas such 
as software, digital media, biosciences, 
and opto-electronics, and the government 
plans to have 13 such specialised ones by 
2007. So to qualify as a tenant in one of 
these Techniums, the start-ups need to 
> have a unique idea or a new or expanding 
high-tech or knowledge-based business. 

However, the rules of the Techniums 
are clear. Help is only provided to start-ups 
and unless these companies are able to 
successfully market their products within four to five years, they 
are asked to pack up. "Not all start-ups are going to succeed 
and that's the risk we have to take," adds Davis. After all, the 
basic idea behind the Techniums is to create high value jobs 
(for graduates and above). 

And there are enough success stories of start-ups as 
there are failures. Davis cites the example of Ensis, a one-man 
start-up that successfully created a solid light emitting diode 
for the treatment of "port wine stains" (something that treats 
marks like the one former Soviet Union President Mikhail 
Gorbachev had on his face). Today, the company employs as 
many as 25 people. "Clearly, these are the kind of success sto- 
ries that we like," says Davis. 

Thus for knowledge-based start-ups, help is at hand. 
Techniums will help them reach full potential quickly 
and efficiently, building their business on best practices and 
firm foundation. 





industry employs over 30,000 people and has 
attracted more than $5 billion (Rs 22,000 crore) of 
investments in 25 years. 

But it is the optoelectronics industry that has oc- 
cupied the pride of place in Wales. Today, North 
Wales boasts of biggies such as Thales, Alcatel and 
Cogent Defence Systems. 

Thus, while nurturing the well-entrenched players, 
the Welsh government is also investing huge sums to de- 
velop its knowledge-based industries. While it has re- 
cently announced a whopping £6-million (Rs 47.4- 
crore) investment in nanotechnology research, the 
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best example of knowledge-based industries gaining 
ground is the nine Technium Initiatives (see box). 
Take the case of Technium Digital, located in the 
heart of Swansea University campus. Set up in part- 
nership with Swansea University and the wpa with the 
support of the Welsh government, EU, Sony, Agilent 
Technologies and IBM, it is an ideal location for start-ups 
seeking to make commercial success in high performance 
computation, sophisticated next-generation optical and 
wireless communication systems. Says David Shultz, 
Manager of Applications and Support, Nccs: “Technium 
is an ideal facility for what we have to do. It would have 
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Guess who comes out 


on top in UK IT? 
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Source: WDA IT Market Valuation Research, 2004 












For more details visit our website or contact: 
Aslesha Khandeparkar 

Welsh Development Agency (India) 

Email: aslesha.khandeparkar@wda.co.uk 


FACT: the top IT companies in Wales are 
growing seven times faster than the companies 
that make up the FTSE™ techMARK index, the 
UK's leading indicator of IT performance. 

Located on the M4 corridor, Wales, the Land of 
the Dragon, is home to over 700 IT companies. 
With a 10096 digitised telecommunications 
network and a 350,000 mile fibre optic network, 
Wales has the most advanced telecommunications 
infrastructure in the world. 

Companies such as EDS, Fujitsu Services, Target 
Group and IBM Business Consulting Services, 
together with an increasing number of niche IT 
companies, have transformed the sector. 

The Welsh Techniums and Centres of 
Excellence provide a new incubating approach 
to innovation and research and development, 
making Wales one of the most vibrant 
environments for IT companies. 
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SPREADING 
ITS WINGS 


The aerospace industry is 
thriving in Wales. 


ALES SEEMS LIKE A 
strange address for 
biggies in aerospace 


industry to land. Consider: the 
region has just 20,764 square 
kilometres, housing over three 
million, and no national airlines 
to boast off. Still, Raytheon and 
GE Aircraft Engine Services, 
and Airbus and Nordam jostle 
for space with some 145 other t EYE Re im: 
aerospace and related compa- Engineers @Airbus: Aircraft maintenance 
nies that employ 27,000 peo- jg pie business in Wales 

ple. “The aerospace industry is 






one of the largest employers in this region,” contends Roger Thompson, 
Director (Strategic Investor Programme), Welsh Development Agency (WDA), in 


charge of the aerospace and automotive sector. 


And fortunately enough, this industry is alive and kicking, despite being rocked 
by the September 11, 2001 devastation, the SARS outbreak in China and East 
Asia in 2003, and the more recent bombings in London and elsewhere. The Airbus 
facility in Broughton in North Wales, for instance, is getting ready to manufac- 
ture wings for the still-to-be launched A350 passenger jets, while its 6,500-odd 
workers remain busy manufacturing wings for all the Airbus aircraft, including 


the latest entrant, the Airbus A380 passenger jet. 


Similarly, the state-of-the art GE Aircraft Engine Services facility at 
Cardiff too is preparing to welcome the GP-7000 engine that is being inducted 
by commercial airlines next year, as well as the A340 engine. GE, which took 
over the Cardiff facility from British Airways (BA) in 1992, does all the main- 
tenance work for Boeing's 777 engine, Rolls Royce's 787 engine, and all air- 
craft of Ryan Air and Easy Jet at its No. 4 Test Centre that has been upgraded 


for a cool $40 million (Rs 176 crore). 


For Andrew Reid, Operations Manager at GE Aircraft Engine Services, who 
joined from BA, it has been a "superb experience" working in the Cardiff facil- 
ity with its skilled and dedicated staff ever vigilant about customers' needs. Today 
with around 800 technicians and engineers in tow, Reid is confident his order 
books are only going to grow as more and more airlines induct new aircraft to meet 
the growing demand from domestic and intemational travellers, and the increasing 


incidence of low-cost carriers outsourcing their maintenance jobs. 


So what can the WDA do to stop aerospace companies relocating to 
cheaper destinations? For Thompson, the answer is simple. “To be continuously 
on the ball,” he adds. In other words, to be aware of all the new projects going 
~ on in the aviation industry and ensure that these new projects (developments) 

remain in Wales and thereby ensure that high-value jobs continue to be created 

here. And if that means daily discussions with the companies to ascertain their 
Parks, getting in new component manufacturers 
to set up shop to help the existing players, and ensuring that there is a steady 
source of skilled persons, so be it. It will do this and much, much more. For 
instance, the WDA is already developing a new aerospace park in association with 
the Defence Aviation Repair Agency at St Athan, just outside Cardiff, to meet the 


needs, establishing new 


growing needs. And it promises to do much more to keep these companies here. 
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been very cost prohibitive to try 
and establish an office of the same 
quality on our own.” 

For Steve Davis, Technium 
Director at Cyfarwyddwr Technium 
at Swansea, the focus is not merely 
to pick out start-ups with innovative 
ideas. “The main focus, after all, is 
always on creating high value jobs in 
Wales,” he says. 

Other areas that have caught the 
fancy of the Welsh government are 
the biosciences and the digital media 
industry. Biosciences, or more parti- 
cularly stem cell research, today is 
one of the most important areas of re- 
search in Wales. The reason, as 
Christopher Davis, Sector Manager 
(Biotechnology), WDA, explains is be- 
cause the UK has the most sensible reg- 
ulatory mechanism in the world. 
"Every kind of stem cell research 
needs prior licensing from the gove- 
rnment, unlike in the Us where only 
state-funded institutions need licens- 
ing from the government. Hence, 
all research is monitored," he adds. 

Further, there are a host of vcs 
ready to pour money. No wonder, 
Wales has developed a lot of clusters 
such as those in Technium Cast, 
Bangor Bioscience Incubator in the 
University of Wales and others 
where 250 companies are at work. 
The leading companies include GE 
Healthcare, Provalis and Merck 
Chemicals Ltd. 

So, if you are an Indian com- 
pany looking to expand your busi- 
ness in the fields of aerospace, auto- 
motive, biotech, pharmaceuticals, 
opto-electronics, semiconductors, 
medical technologies or software 
and digital media, just head straight 
for Wales. Not only will you come 
across a talented, friendly and hard- 
working workforce, but a great loc- 
ation with excellent infrastructure 
providing easy access to the vast 
European market. You will find a 
willing partner in the wpa, also 
ready to lend a hand in finding the 
right home and school for your 
kids. Call it the Welsh hospitality. m 
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SHOWROOMS:- 


* |, L.S.C., Okhla Indl, Area, Phase - II, Ph: 51070000 
* L-1, Kailash Colony, Ph: 26230390 * G-26, 1st Floor South Extension, Part 1(Market), Ph: 51648266 
* CTC Mall, Moti Nagar, Ph: 25112201/03 * 10/57, Kirti Nagar Ind. Area, Ph: 51501155 
U.G.F., Mega Mall DLF, Ph: 5052666 


* MS- 
* 5. Kesar Complex, Malhar Road, Ph: 2431000 

* C-12, Leela Galleria, Hotel Leela Palace, Airport Road, Ph: 51313447 * Koramangla, 

Ph: 51313444 * 12 Shamarao Compound, Mission Road Cross, Ph: 22123355 * 406,7th Main Jayanagar, 
2nd Block, Ph: 26560573 * CENTRAL, Ph: 56930000 * 209, A.J.C Bose Road, Ph: 22835729 
30929872 * 22, PANTALOONS, Ph; 22815072, 22815073 * 18G, Maheshwari Chambers 
Somajiguda, Ph: 55667642, 55667695 * CENTRAL, Ph: 55849493 * TMC, Begumpet, Ph: 27766422, 
9866064635 * No.3 Amrit Bhawan, Linking Road, Ph: 26049086, 9820077945 * Marathe Udy 
Bhavan, Appashaheb Marathe Marg, Prabhadevi, Ph: 2 
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We've identified four. But who knows? 
There could be others as well. ASHISH GUPTA 


F DIAMONDS WERE AS PLENTIFUL 

as pebbles, we wouldn't stoop 

to pick them. True! But how 

does one identify the 250- 

carat rough cut lying anony- 
mously among the pebbles? 

Infosys Technologies was one 

such. Its Rs 13.1-crore IPO in 

February 1993 was undersub- 

scribed. But a person who invested 

Rs 1,000 in Infosys stock then, was 

worth Rs 14.74 lakh in March 

2005, provided no stocks were 


offloaded in between. Is there - 


another Infosys Technologies lurk- 
ing on the bourses? And is there a 
formula to identify these winners? 

Says Nilesh Shah, President, 
Kotak Mutual Fund: *Companies 
that create globally relevant intel- 
lectual property will be the fron- 
trunners in this race." That means 
IT, pharma and biotech compa- 











mobile telephony, retail- 
ing, banking, finance and 
insurance, and media and 
entertainment. 

So which one will it be? 
BT spoke to a cross-section 
of analysts and zeroed in on 
Bharti Tele-Ventures, Amtek 
Auto, Pantaloon Retail and 
Glenmark Pharmaceuticals. But if 
you want to tick “none of the 
above", go ahead. Who knows? You 
could well be sitting on the sparkler 
everyone else dismissed as a peb- 
ble. Hint: Check its PEG (price-earn- 
ings growth); that's the P/E multiple 
divided by the percentage growth in 
Y-o-Y net profit. A quotient of one 
or thereabout means its fairly priced. 
If it's less than one, the share is 
undervalued; and a quotient greater 
than one indicates overpricing. 
















country, its *value retailing" game 
plan (think Food Bazaar and Big 
Bazaar) is expected to drive growth. 
Kotak Securities projects a 50 per 
cent CAGR for the next three years 
(2006-2008). And though the . 
"scarcity premium" that it currently 
commands (see Overpriced and 
Risky) is expected to fall in the 





nies. A long list of the other  Pantaloon Retail (India) near- to mid-term—Kotak expects 
favourites: companies dealing in The largest retail player in the the share to trade at Rs 1,250 levels 
Amtek Auto | m-[-53T7.3 Bharti Tele-Ventures — — s. 
- 600- i 0110.9 300 - 
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Sales, PAT and market cap figures in Rs crore; EPS in Rs 
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in 10 months—exponential gro- 
wth is expected to power its stock 
over the next few years. It has a 
PEG figure of 1.07, implying it is 
fairly priced. 


Amtek Auto 

Following the acquisition of the 
UK-based GWK, Amtek has become a 
Tier 1 component supplier to global 
auto giants like BMW, Ford, Jaguar 
and Land Rover. In India, its clients 


include Maruti, Hyundai, Hero 


Honda and Bajaj Auto. Analysts 
expect Amtek’s exports to grow at 
a CAGR of 62 per cent over the next 
three years and have set a target 
price of Rs 237 by February 2006. 
Its PEG value is 0.39, giving it con- 
siderable scope for appreciation 


Bharti Tele-Ventures 

Bharti Tele-Ventures is the largest 
mobile phone company in the coun- 
try. It plans to invest Rs 4,000 crore 
this fiscal to expand its footprint to 
5,000 cities and towns, up from 
about 2,800 now. On the watch 
list of every analyst, Bharti is a 
favourite to emerge as the next 
Infosys. Target price: Rs 315 by 
July 2006. With a PEG value of 
0.22, there is significant scope for 
a steep upward climb. 


Glenmark Pharmaceuticals 

Two compounds, the anti-asthmatic 
GRC 3886 and the anti-diabetic 
GRC 8200, are what makes 
Glenmark Pharmaceuticals a 
favourite with analysts. Both these 
are potential global blockbusters 
that can bring the company huge 
profits. It has outsourced the former 
to the us-based Forest Labs for $30 
million (Rs 132 crore) following 
its Phase 1 clearance by the us Food 
and Drug Administration. The sec- 
ond is still work in process. Analysts 
have set a target price of Rs 340 per 
share by July 2006. It has the low- 
est PEG value (0.12) of the four 
stocks discussed here, which means 
it is tremendously undervalued. 
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Will FDI in realty add to the bubble effect? 


INDIAN REALTORS CLAIM THAT THE ENTRY OF FOREIGN PLAYERS WILL PUSH REAL 
estate prices up to unsustainable levels. “A lot of money is chasing a few, 
clean fragments of land. This is pushing up prices,” says Sanjay 
Chandra, Director, Unitech Ltd. And the entry of FDI in real estate will 
only exacerbate the situation. The rules stipulate that foreign players can 
develop properties which are at least 25 acres in size. Since there 
aren't too many such big plots in large cities, they will, perforce, be pushed 
to the suburbs and Tier-Il cities, pushing up prices there. Anuj Puri, 
Managing Director, Chesterton Meghraj Property Consultants, says: 
“FDI will improve the quality of construction in the country." Adds - 
Dinesh Chandiok, CEO, Ansal Properties and Infrastructure Ltd: "Increased 
competition will bring down prices." The debate rages on. 

SWATI PRASAD 


Should you invest in a service apartment? 


ASSOTECH CABANA, A REAL ESTATE COMPANY, IS 
selling fully furnished 650 square feet 
service apartments for Rs 17.5 lakh. The 
buyer pays for it, but allows Assotech to 
maintain it and rent it out. So, a tenant 
just has to move in with his clothes. The 
owner gets Rs 12,000-15,000 a month 
as rent. That's a post-tax return of 6-8 per 
cent, not counting the capital appreciation. 
Dinesh Chandiok, CEO, Ansal Properties 
and Infrastructure Ltd, feels it's a good in- 
vestment option. However, not everyone 
is equally upbeat. Says Sanjay Chandra, 
Director, Unitech Ltd: "With so many 
stakeholders, it can become difficult to get 
a unanimous view on maintenance, refurbishment and upkeep." Our take: 
go ahead and invest, but read the fine print. 

SWATI PRASAD 
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Overpriced And Risky 


Shares of retail companies are expected to fall from their current levels. 


HE RETAIL SECTOR IS HOT. EXISTING PLAYERS ARE 

posting double digit topline growth, albeit 

from small bases, several domestic business 
groups are planning to enter the sector and global 
players are keeping more than a close watch on it. 
But does that justify the ridiculously high r/E mul- 
tiples that are currently prevailing? 

Pantaloon Retail closed 2004-05 with a total 
income of about Rs 1,100 crore and an annualised net 
profit of Rs 37 crore. Its P/E multiple is almost 100. 
"But more than PÆ, it's PEG (price earnings growth) that 
counts," says the company's managing director, Kishore 
Biyani (See The Next Infosys). The company expects to 
ramp up its top line to Rs 2,200 crore this fiscal, and 
then, to Rs 4,500 crore the next, he adds. That's an av- 
erage topline growth rate of 100 per cent per an- 
num. It also plans to increase its retail space from 2 mil- 
lion square feet now to 10 million square feet by 
2010. On the BsF, the company's stock closed at Rs 
1,558.15 on August 31, 2005. 

The K. Raheja-promoted Shoppers’ Stop (PÆ mul- 
tiple: 63.2) and Trent (P/E multiple: 51.4), which has just 
acquired a majority stake in bookstore chain Landmark, 
also look expensive. But increasing competition is 
likely to lead to a fall in the *scarcity premium". Says 
an analyst who tracks the sector: “There are only 
three-four listed retail stocks. This has resulted in over- 
valuations and makes peer group comparisons difficult." 
A Citigroup report draws a parallel with China and 
points out that retailers there have seen a fall in valua- 
tions from 30 times P/E to about 20-22 times P/E fol- 
lowing the entry of new players. Thus, it will be rea- 
sonable to expect share prices to fall in India as well, un- 
less companies ramp up their earnings exponentially. 

Overall, the sector remains on a growth curve. It 
clocked a turnover of $200 billion (Rs 8,80,000 crore) in 
2004, according to the Citigroup report. Organised 
retailers accounted for only 3 per cent of this. By 2010, 
these figures are likely to grow to $284 billion (Rs 
12,49,600 crore), and 10 per cent, respectively. Clearly, 
there's huge scope for growth. Says Biyani: *Modern con- 
sumption patterns are emerging in India And organ- 
ised retail will play a pivotal role in meeting this demand." 

The organised retail sector in the country is still at a 
nascent stage. It has great potential, and faces equally big 
pitfalls. Retail investors will do well to exercise caution 
before rushing in. Then, that can be said of anything. 

KRISHNA GOPALAN 
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Vital Statistics 
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Gross profit 
Net profit | 5.23] 
EPS* EJ 
P/E multiple | 51.4] 


* Figures are in Rs Figures are for quarter ended June 30, 2005 
Figures are in Rs crore, except P/E multiples 














At ICICI Bank Credit Cards, we have 
strived to give you the most 
exclusive privileges and offers like 
5% Cash Back, 10% Cash Back on 
air tickets, the Swipe-n-Win à 
Mercedes Benz offer and the Seven 
Wonders offer, to name a few. We 
thank you for recognising our 
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ICICI BANK CREDIT CARDS, 





VOTED AS INDIA'S 
MOST PREFERRED 


CREDIT CARD 
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TO APPLY FOR A FREE FOR LIFE CREDIT CARD: 
SMS 'CARD «YOUR CITY »' to 676766 | Cail 1600-11-2222 from MTNL/BSNL lines (8am - 8pm] 
* Offer not applicable on airline co-branded cards. Card issuance at the sole discretion of ICICI Bank Credit Cards. 









efforts by voting us India's Most 
Preferred Credit Card at the Awaaz 
Consumer Awards 2005. As a token 
of our appreciation, we are waiving 
the annual fee for life, on your 
existing ICICI Bank Credit Card. 
If you don't possess an ICIC) Bank 
Credit Card, apply for one today. 





Log on to www.icicibank.com 





EG ERG RNS 


YASBANT NEGI 









The Ouest For The Next Gurgaon 


Any one of several contenders could emerge as India's next showpiece suburb. 


steadily falling in line with yet 
another global trend: that of 
the middle and upper classes mov- 


[== SOCIETY SEEMS TO BE 


. ing out of congested cities to spank- 


ing new suburbs that boast of 
amenities comparable with the best 
in the world. Gurgaon, which red- 
efined the meaning of the word in 
India, was the first “happening” sub- 
urb in the country. Today, Gurgaon 
is more than just a satellite of Delhi. 
It boasts many industries (IT 
and rT-enabled services, au- 

tomobile and auto-an- 
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cillaries), has the best of apartments 
in the NCR (National Capital Region) 
and also has the largest number of 
retail malls in the country. 

Where is the next Gurgaon 
mushrooming? “Very soon, there 
will be several Gurgaons,” feels 
Anshuman Magazine, Managing 
Director, CB Richard Ellis, South 
Asia. In the West, says Anuj Puri, 
Managing Director, Chesterton 








ONE WILL IT BE? 


. REASON 


Proximity to Delhi, 24X7 water supply, | 
reliable power and good infrastructure make 


it attractive for industries, IT companies. 
and common people to move here 


. Large IT companies like IBM, Wipro, Satyam 





Rajarhat, yam 1,250 
Kolkata and TCS are already here. Lavish residential — 
and commercial complexes offer high-end g 

lifestyles at affordable prices — x 





 Siruseri on ^ i Large IT companies have set up base along 1,400-1,600 
Old Mahabalipuram the 20-km-long IT corridor on the Old Gr ED 
Road, Chennai — — Mahabalipuram Road, all the way up to Siruseri 
"+R per square fot The place boasts excellent infrastructuri f 
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Meghraj Property Consultants, Pune 
is fast emerging as a “suburb” to 
Mumbai. “Pune is more cosmo- 
politan than Mumbai and is fast 
emerging as an IT hub. Also, real es- 
tate is cheaper there; rents are at Rs 
23-24 per square foot levels com- 
pared to Rs 35 per square foot in 
Gurgaon.” Pune is well connected 
to the metros, has an airport, retail 
space, leisure facilities, schools and 
healthcare. “It is the unsung hero,” 
says Puri. That’s not surprising con- 
sidering that it is actually a city and 
not really a suburb, 

In the East, Rajarhat in Kolkata 


is also drawing investments in the IT. 


and biotech sectors; and several 
large malls and plush residential 
complexes are coming up in this 
suburb. In Chennai, Siruseri on the 
Old Mahabalipuram Road is con- 
sidered hot. Besides, bets are also be- 
ing placed on Whitefield in 
Bangalore, and Kochi and Mysore 
emerging as the next Gurgaons. 

Sanjay Chandra, Director, 
United Ltd, feels Greater Noida in 
the NCR holds the most. His logic: 
it has an industrial base, good in- 
frastructure, there is a proposal 
to build an international airport 
there and IT companies are flock- 
ing to it. The suburb hosts several 
educational institutions and 
dozens of high-end residential and 
commercial complexes. Dinesh 
Chandiok, CEO, Ansal Properties 
and Infrastructure Ltd, agrees. 
"Greater Noida will be better than 
Gurgaon. It has the best infra- 
structure," he says. Chandra adds 
that Mohali, near Chandigarh, is 
also a contender. 

Will one of these emerge as the 
next Gurgaon? All of them have 
the potential to. So, why can't a 
thousand Gurgaons bloom? 

SWATI PRASAD 
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Lifting India's 
Infrastructure Growth 
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ACE is India's largest mobile Recognition of a leader International Partners 
crane manufacturing company with a | ACE's nationwide customer-base 
consolidated presence in all major | Reliance D 
infrastructure, construction, ABG Heavy Industries Autogru PM, Italy 
heavy engineering and industrial rea 
projects across the country. | BHEL L^] 
ACE is also touching foreign horizons | Essar Construction Gm 
of the Middle East Asia and | Gammon India 
à j 5 TT-UK Itd, UK 
African countries. Nagarjuna Construction 
à Gujarat Ambuja 
INDIA S NO. 1 Simplex Concrete Piles kà , 
MOBILE CRANE COMPANY Coal India MAGBER 
www.ace-cranes.com | ispAT MABER, Italy 
e IOCL 
Indian Railways 2 ZOOMLION 
Ambo S2! c^ vd I TEES ve 
ZOOMLION, China 
NTPC 
Punj Lloyd 
Tata Chemicals 
(That's just.a glimpse) 
M 
IMOBILE CRANES I TOWER CRANES I LOADERS I CONSTRUCTION EQUIPMENT I 
Action Construction Equipment P. Ltd. 
e Works 1: Ballabhgarh, Tel.: 0129-2307922, 2307933, 2307924, Fax: 0129-2307562 
e Works 2: Prithla, Tel.: 01275-270100, 270099, Fax: 01275-270272 
Spares and Product Support Division: Tel.: 0129-5087922, 5087933, Fax: 0129-5087924 
a Regional Offices: 
e New Delhi: Ph.:011-26953623, Fax: 011-26953717, E-mail: marketing@ace-cranes.com 









eMumbai: Ph.:022-25206846, Fax:022-25207071, E-mail: acemumbai@ace-cranes.com . Singrauli 
eKolkata: —Ph.:033-39578307, Fax: 033-22274428, E-mail: acekolkata@ace-cranes.com ^ eWest: - Ahmedabad Gandhidham Indore + Nagpur» Pune + Raipur + Surat» Vadodara + Vapi 
eChennai: Ph.:044-24314253, Fax:044-24314252, E-mail: acechennai@ace-cranes.com East: * 
eVizag:  -Ph.:0891-2791020, Fax: 0891-2571369, E-mail: acevizag@ace-cranes.com * South: + Bangalore + Hyderabad « Kochi» Mangalore « Shencottah 
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Figures are annualised returns in per cent 
All figures are for the month ended Aug 31, 2005 


Source: Mutualfundsindia.com 
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Value-picker's Corner 
5" TPSEC's Power Ride 


400 


422.20: 


350- 


^ m 392.73 


. 197.2 
August 30, 2004 
IW BSE closing price in Rs W Daily market cap on BSE in Rs crore 


TORRENT POWER SURAT 
ELECTRICITY COMPANY; RS 422.20 
TORRENT POWER SURAT ELECTRICITY COMPANY (TPSEC) HAS A 
low price-earnings multiple (9.3) compared to that of 
its peers like Reliance Energy (20) and Tata Power (15). 
A net profit of Rs 40 crore on a turnover of Rs 950 crore 
(in 2004-05) means its return on a small Rs 9-crore 
equity base is very high. In the first quarter of 2005-06, 
it clocked sales and net profit of Rs 262.35 crore and Rs 
16.3 crore, respectively. TPSEC's share price has more than 
doubled from Rs 197 a year ago, but is still considered 
undervalued by analysts who reckon there's enough scope 
for significant appreciation in the medium to long term. 
SAHAD P.V. 





August 30, 2005 


Trend-spotting 


TWO HIGH-PROFILE DEALS— 
Citigroup's Rs 2,500-crore 
sale of its 41 per cent stake 
in i-flex Solutions to Oracle 
and the much smaller 
Rs 36-crore acquisition of a 
14 per cent stake in the 
Hyderabad-based VisualSoft 
by Softbank—have set 
D-street abuzz. Do these 
mark the beginning of an 

extended M&A play in mid- 
and small-sized IT companies? 

Analysts tracking the IT industry think that could well 
be the case. "This is where strategic investors, who might 
want to book profits by cashing out of existing compa- 
nies, could play a role," says Karvy Broking Vice 
President Ambareesh Baliga. He feels Kale Consultants, 
which provides solutions for the airlines industry, could 
be ripe for the picking. But Baliga advises caution. "It is 
difficult for the small investor to differentiate one niche 
IT company from another. So it is better to avoid 
investing in them," he warns. m 





i-flex's Hukku: Big gains 


KRISHNA GOPALAN 
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Sunil Kaul, VP-New Projects at Behr India, joined Anand in August 1985. Among the many 


milestones achieved by him at Anand, he spent 5 years in Germany with Anand's JV partner Behr 


GmbH, where he also did his MBA. Today with all that global exposure he is an asset to the Group 


In Sunil's own words,"Anand has made me believe in my potential and go beyond it 


Anand Automotive Systems is driven by its 
commitment to partnerships. Be it with its 10 international 
Partners, its Customers or its 5300 People. No wonder 
Anand has been rated among the top 25 'Great Places 
to Work’ in India, for the second year in a row. 

Anand is committed to nurturing its people. And firmly 
believes in providing them with the best opportunities — 
international exposure with its global partners or further 
learning at its corporate university, Anand-U. In fact, after 


joining Anand people rarely opt for a career change. 


The Group requires a General Manager — Operations, 
for its new Shock Absorber plant in Chennai. The applicant 
should possess a degree in Mechanical Engineering from 
a university of repute, and should have 10 to 15 years 
experience in the manufacturing sector. Exposure to Total 
Quality Management (TQM) and Original Equipment 
Manufacturing (OEM) accounts will be an advantage. 

The aspirant should be between 33 and 37 years of age, 
and have the dynamism to lead and motivate a team of 


young engineers. 


Forward your cv and a photograph within 15 days to g.nanda@anandgroupindia.com 


To know Anand better, log on to: www.anandgroupindia.com 


10 JV Partners * 17 Companies * 37 Plants in 8 States * Sales 


Rs.18 billion plus * 5300 People 





Capital / Anand / 004 


IG IWWERLOG UU RO 


= [ERA 


- oe wp 


SOUMIK KAR 


ELLHELLSB X 








CLINICAL RESEARCH JOBS 


The Job Pill 


Big Pharma's outsourcing of drug testing to India is creating thousands of jobs for 
pharmacologists, biochemists, doctors, statisticians and management graduates. 
So much so, that there is already a scramble for scarce talent. SUPRIYA SHRINATE 


OR THIRTY-THREE-YEAR OLD 
Bui: Subramanian, Project 
Manager at Mumbai-based 
Wellquest Clinical Research, a con- 
tract research organisation (CRO) 
that does research/clinical trials for 
global pharmaceutical companies, 
pursuing an MBA from the Jamnalal 
Bajaj Institute of Management 
Studies (jBiMs), Mumbai, means 
much more than she is willing to 
admit. A science graduate with 
over four years of experience in 
clinical research, an MBA from a 
good school may be all Subra- 
manian needs to put her 
career in overdrive. 
With huge time and cost ad- 


Clininvent’s Desouza: The spotlight is on Indian CROs 


t 
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vantages in performing clinical trials 
in India compared to the Us or UK, 
the nascent CRO industry is inun- 
dated with work, with as many as 
250 to 300 clinical trials currently 
underway in the country, compared 
to just about 80 a year or two ago. 
“Product patents (India changed 
its patent law, with effect from 
January 1 this year in keeping with 
its commitments to the World 
Trade Organization) has brought 
about a sense of great comfort to 
multinational pharma companies, 
that were otherwise reluctant to 
outsource their clinical trial work to 
India,” says Harpal Singh, 
Chairman, Oscar Research, a di- 


vision of SRL Ranbaxy, another CRO. 
Why, even multinational cros 
based in United States and Europe 
are outsourcing work to Indian 
CROs now. This and the country’s 
heterogeneous population, the pres- 
ence of almost every disease known 
to mankind in India (and the con- 
sequent availability of patients) is 
making CROs the next big business 
process outsourcing opportunity. 
With estimates suggesting that 
Indian CROs will handle around 
two million subjects (industry parl- 
ance for healthy and sick patients 
who are administered the drugs) 
in the next five years, it is not sur- 
prising that the industry that 


Neeman's Anwar: It's all about being a good learner 
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With huge time and cost advantages of performing — * 


currently employs just about 
30,000 people, is looking to 
create over 40,000 to 45,000 
new jobs every year for the next 
four to five years. “The need 
for getting drugs to the market 
faster and cheaper is putting 
the spotlight on Indian CROs 
and as a result, potential for 
career growth in clinical re- 
search is immense," says 26- 
year-old Margaret Desouza, an 
Msc in Life Sciences and a 
Clinical Research Site Manager 
with ClinInvent Research, a 
CRO for Pfizer. 

“There is already a crippling 
crunch of people at most CROs. 
Sadly, even sub-standard people 
are getting hired,” says Brijesh 
Regal, Director, Apothecaries, a 
Delhi-based cro. Imagine then, 
the growth potential for peo- 
ple with relevant experience 
and right qualifications, much 
like Wellquest’s Subramanian 
or ClinInvent’s Desouza, in an 
experience-scarce job market. 


One Pill, Many Jobs 
What’s best with CRO out- 
sourcing is that jobs are being 
created across the skill 
hierarchy. From plain 
graduates who muster up sub- 
jects to pharmacologists, bio- 
chemists and doctors who admin- 
ister and oversee drug effects dur- 
ing trials to statisticians that doc- 
ument and analyse field data. Even 
MBAs as project managers are in 
. demand to coordinate time sched- 
ules, deadlines and execute com- 
mercial and legal agreements 
between subjects and CROs. 

With more high-end work in 
phase three and four trials (testing 
of new drugs on humans) being 
outsourced to India now, CROs have 
even started looking out for PhDs in 
pharmacology, MBAs from the best 
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schools for project managers, even 
people with experience in public 
relations for subject management 
and mobilisation. And experienced 
people are a prized lot, being pus- 
hed up to supervisory roles in their 


existing organisations and poached _ 


aggressively by competitors, with 
middle level salaries going upto 
Rs 20-lakh a year for a pharma- 
cologist or a biochemist with just 
six to seven years of work 
experience. 

No wonder motivation to learn 
and perform is high. “An employee 


in contract research has to have 
the ability to pre-empt, per- 
ceive, react and document all 
that happens on the field, and 
this means that one has to be a 
good learner,” says 34-year-old 
Shariq Anwar, a medical grad- 
uate and Site Manager at Delhi- 
based CRO Neeman Asia. 


Not Always Sweet 

“Tt is ethical practices and rig- 
orous procedures that has 
helped change (global) attitude 
towards clinical trials in India,” 
says Ajoy Kumar, coo, Neeman 
Asia. But, boom time in business 
means the sector has also started 
suffering from the problems of 
plenty. These days, even non- 
descript pharma companies are 
setting up clinical research de- 
partments, and touting them as 
a ‘world-class CRO’ just to cash- 
in on the boom. “The lack of an 
entry barrier in this field is 
alarming. One bad report can 
ruin the party for all,” says 
Chadrashekhar Potkar, Director 
(Clinical Research), Pfizer. 

He is right, for it is very easy 
for the entire trial to be derailed 
by a minor mistake, by accident 
or intent, by anyone across the 
chain. More than anything else, 
CROs are making their employ- 
ees go through intense training ses- 
sions on good clinical practices to 
meet with international clinical 
testing norms. Most CROs either 
have in-house trainers or outsource 
to companies such as Apothecaries. 

*[n this business, employees 
need to be honest for there is a 
huge scope to manipulate data, 
which may alter results completely," 
says 29-year-old Shaloo Pandhi, 
Senior Medical Officer at Oscar 
Research. In clinical testing, it would 
seem data-integrity stems from 
employee-integrity. 
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— clinical trials in India, it's boom time for the CROs _ 
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COUNSELLING 





| am a 36-year-old engineer with work experience of over 10 
years. Besides having a degree in MBA (Finance), | also have 
an exceptionally strong number faculty, analytical and logi- 
cal reasoning ability, and communication skills. | have been 
running a mid-sized IT services business in Chandigarh for 
quite some time and now want to pursue my passion, 
which is to become a financial analyst. How do | go about it? 
Should | undertake a course like CFA (Chartered Financial 
Analyst)? Also, will such a career switch necessarily mean 
relocating elsewhere? 

Although it will be difficult to get into a second career 
at this stage of your life, it is not impossible. The CFA 
course will definitely help you in brushing up your 
fundamentals. Then, you need to look for a job where 
your previous experience will not get unnoticed. Also, 
you will face a lot of competition from the newer lot of 
MBAs, many of whom may have direct experience in the 
sector. The best way to counter all this is to first work 
for someone who knows your inherent capabilities. And 
by the way, Chandigarh, unfortunately, is not the best 
place for a career in finance. So you might very well 
have to relocate. 


| am a 20-year-old final year BBA student. My family wants 
me to go in for an MBA after graduation, but | am more 
interested in pursuing a post-graduate diploma in fashion 
management. | would like to know whether this course has 
any scope in terms of a career, given my BBA background. 
Also, are there any good/reputed institutes that offer such 
a course? 

Fashion management is a good course if you want a 
career in fashion. Unfortunately, the fashion industry in 
our country is neither organised nor professionally- 
managed and hence it might present a great opportunity 
for an entrepreneur but not necessarily a professional. 
There are various institutes that offer courses in fashion 
designing—from the National Institute of Design (NID) 
to the National Institute of Fashion Technology (NIFT). 
Many polytechnics also offer fashion-related courses. 
What's more, with your BBA background, you could eas- 
ily get a job with either a garment export house or the 
retail industry. 


HELP 
TARUN! 


| am a 30-year-old BCom graduate working with an MNC. I 
am doing quite well in my present job, where | look after ac- 
counts, costing, budgeting and so on. However, | am now 
thinking of launching a business-related website, but don't 
know how to go about it. Also, my financial position isn't all 
that good so | can't quit my present job. Should | contact a 
venture capitalist or a bank for funds to start the project or 
can any existing IT company help me? Please advise. 
First of all, you need to do some research on how 
tenable your idea is. An rr company can help you de- 
velop and implement the software that you may require 
to run the website. In fact, with a little bit of learning as 
well as investment, you could do it yourself, espe- 
cially if it is only a content-related website. If, however, 
you are thinking of this as a commercial proposition, 
then you need to put together a business plan—where 
will your revenue come from and how much? I must 
also warn you that with the dotcom bust, venture 
capitalists and banks have become quite sceptical. 
And finally, don’t leave your job in a hurry—burn 
the midnight oil instead! 


| am a 24-year-old graduate and want to develop a long-term 
career in exports. In fact, | am even thinking of setting up my 
own export company. However, | have no idea on how to go 
about achieving this goal. Should | go in for a course in ex- 
port-import or opt for an MBA in international business? Also, 
does one need hands-on experience rather than any educa- 
tional qualification? How much capital is required to set up 
an export firm? | come from a middle-class family and getting 
any financial support from home would be difficult. 

An MBA in international business along with a specific 
course on export documentation will arm you with 
enough skills on how to run/manage a business. You 
also need to build contacts and networking by either 
working for an export house or developing them your- 
self (through internet or a venture capital partner). 
But first, you will need a business plan. This will require 
research into products, markets, customers, opportu- 
nities and threats. Remember, unless you have a busi- 
ness plan, bankers or venture capitalists will not lend 
you the required funds. 


Answers to your career concerns are contributed by Tarun Sheth (Senior Consultant) and Shilpa Sheth (Managing Partner, US practice) of HR firm, 
Shilputsi Consultants, Write to Help, Tarun! c/o Business Today, Videocon Tower, Fifth Floor, E-1, Jhandewalan Extn., New Delhi—110055. 
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TO GIVE YOUR 


CAREER THE 
LIFT IT NEEDS! 





Watch your career soar with Suzlon, the world's 6th largest and 
Asia's largest* wind power company. 


With our technology development centres in Germany and The Netherlands, 
international business headquarters in Denmark and over 2500 employees 
across Australia, China, Europe, India & The United States of America, you could lil 
say, we at Suzlon have kept pace with the wind. Today, as we sweep across the 
world, we're looking for talented people who can be the wind beneath our 
wings. Bright managers, who can partner us in our growth with the freshness 
of their ideas. Take us to ever higher ground. If you're keen on joining a global 


SUZLON 
company, post your resume on www.suzlon.com/careers.htm. Always 
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The Lure of IT 
Lives On 


Engineering students are still smitten by the IT bug. 


T SEEMS THAT THE MORE THINGS CHANGE, THE MORE 

they remain the same. For instance, while traditional in- 
dustries such as steel, chemicals, steel, construction and in- 
frastructure are creating a large number of new jobs for en- 
gineers, the mood in the engineering campuses continues 
to remain skewed towards IT. 

ACNielsen Campus Track, a survey of engineering 
students across the country, shows that they have a marked 
preference for jobs in software and rr consulting firms. Not 
just the class of 2005, even next year's batch, the class of 
2006, has this bias towards IT. 

Whilst most heavy industries score badly, consumer-fac- 
ing industries such as auto, consumer durables and telecom 
fare much better, with around a third of all students in- 
terested in joining a telecom or an auto company. 
Diversified companies such as Tatas and Reliance score bet- 
ter than management consultancies, perhaps because 
greenhorns hanker for practical industry experience over 
the ambiguous world of consultants. Then, what would ex- 
plain rr consulting firms figuring right on top of the list? The 
prefix, of course. 

SHAILESH DOBHAL 





'The Google Of 
Indian Job Sites 


Try Bixee.com for searching 16 Indian job sites. 





Bixee's here: All jobseekers need to do is simply click 
Tu OF SEARCHING AND APPLYING FOR A NEW 

job across a few dozen job sites? How about 
a search engine that can query several Indian job 
sites and provide you the results on a single click? 
*My wife's frustration at looking and applying at 
various job sites was, in a way, the trigger that led 
me to launch something like this," says one of the 
three founders of bixee.com, perhaps the country's 
first job search engine that tracks 16 sites—in- 





cluding biggies such as Naukri, Monster India, 
PREFERRED SECTORS - CLICKING IT RIGHT | Jobstreet, Timesjobs, Jobsahead, Jobsbazaar and 
| ASS OF TT Careerkhazana. 

Bixee is modelled on the lines of global job 
search engines like simplyhired.com, indeed.com 
and workzoo.com, though, unlike these, it does 

| not accept applications for the queried jobs on the 
| site. “Currently, there is no arrangement with 
these individual job sites, but we will get into it 
very soon to facilitate one point application to all 
jobs on our site itself," adds the founder, who 
wishes not to be named for he still works full time 
with a Bangalore-based rr company and is nego- 
tiating with some venture capitalists for funding 
| his venture. With 500 unique visitors and 100 
new ones added every week, this job search engine 

is certainly catching on with jobseekers. W 
SHAILESH DOBHAL 
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More reasons why Monster means more 
. 63.8% of visitors to Monster do not visit its nearest competition's site* ! 
e 67% ofusers from competition also visit Monster* | 


. 72.9% of job seekers are reached by Monster,as against 41.2% reached 
by our nearest competition* ; 
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ASST. GENERAL MANAGER CHIEF EXECUTIVE OFFICER " 


Ajanta Pharma Ltd. BgSE Financials Ltd. 

Release / reject finished product for market, documentation The applicant is expected to be completely conversant with 
- control, monitoring and implementation of quality assurance working of Financial markets, risk management, clearing & 
activities, internal audit and external audits of loan license settlement mechanism, DP operations, Securities Laws, rules 
_ parties, etc. and regulations etc. 
Experience: 12 - 18 years Experience: 10-12 years 
Job Code: 33541416 Job Code: 33553999 

MANAGER NETWORK UNIT MANAGERS 
Er Mobile Communications Ltd. ICICI Prudential Life Insurance Company Limited 
, Should possess strong experience in BSS O & M with Recruit, manage & motivate advisor sales teams, guide the 


. GSM/CDMA Vendor /Operator / Consultant. Experience in advisors on their prospect base & also helping them in 
- MW installation, Commissioning, alignment & Fault finding, generating new prospects, lead management, assist in lead 
installation & commissioning of BTS, BSC & XCDR is preferred. generation as well as fulfilling the leads generated, etc. 








| Experience: 6-8 years Experience: 2 - 4 years 
Job Code: 30612044 Job Code: 33695714 
PROJECT MANAGER - ORACLE PROGRAM MANAGER 
APPLICATIONS Information Systems Resource Centre Pvt. Ltd. 
IGate Corporation The initial task will be to build-up an embedded software 


ce with business customers, manage -customer relations, organization within ISRC. This will involve hiring within Otis, 

dentify and address needs of the businesses in the area of hiring externally, and arranging suitable contract engineering 
jllaborative technologies. support at Pune location. 

xperience: 5 - 8 years Experience: 5 - 7 years 


b Code: 30707483 Job Code: 32757358 
-HEAD- FINANCE QA MANAGER 
“Momentum India Pvt, Ltd. Oracle India Pvt. Ltd. 
The incumbent would be responsible for leading and managing The candidate will be responsible for managing a team of? 
“accounts, financial planning, budgeting and forecasts, internal automation framework, tools deployment, and industry- 
control guidelines and procedures, etc. standard system test. 
| Experience: 9 - 12 years Experience: 10 - 15 years 







Job Code: 33694652 Job Code: 32840140 


IREA FIELD SERVICE MANAGER PROJECT MANAGER 

tar India Pvt. Ltd. TATA Interactive Systems 

Job involves complete man management for Field Services: — Management of project(s), typically involving development and 
Staffing, motivation and evaluation, franchisee selection, implementation of systems to meet identified client needs; 


development, evaluation and improvement, etc. acquiring and utilizing the necessary resources and skills, within 
Experience: 5-7 years agreed parameters of cost, time scales, and quality. 
Job Code: 33696240 Experience: 2 - 5 years * 
Job Code: 33224542 
ls MANAGER - HR QA MANAGER 
/3 Engineers Pvt. Ltd. Yodlee Infotech Pvt. Ltd. 
Experience in Manpower Planning, Recruitment, Training & Coordinate the development and maintenance of a testing 
Development, Performance Appraisal, Safety & welfare, and infrastructure that includes a wide range of application testing 
Employee Retention methods is a must. stacks, Responsible for test planning, test case design, E 
Experience: 5-7 years regression, scalability, performance, stress, and load testing. 
Job Code: 33061218 Experience: 5-7 years 
t Job Code: 33695484 











To know 





how to apply for these jobs, go to finance jobs listing page. 


You are as good 

as your resume. © monster.c 
Introducing Monster RightResume. Now get your resume crafted nster.com 
RE, a a MEN up India's No.1 jobsite. 
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ROJECT LEADER - JAVA/J2EE 
ACCEL ICIM Frontline Ltd. 
Execute and monitor projects, ensure adherence to delivery 
schedules and quality processes, define project team organization, 
allocate and monitor tasks to team members, etc. 
Experience: 5 - 7 years 
Job Code: 32667804 


C# LEAD 

Fair Isaac Corporation 

Understand and help develop product requirements; providing 
evelopment estimates as needed. Design and develop optimal 

"esa functionality to meet requirements; developing 
specification and design documents as needed. 

Experience: 5 - 7 years 

Job Code: 32752800 
ISTG PD&T PROGRAM MANAGER 
Intel 
You will be responsible for developing, managing, and 
executing global mid size career development and training 
related projects and programs in support of Information 
Services Technology Group (ISTG). 

Experience: 5 - 7 years 
Job Code: 33613270 
TECHNICAL LEADER- J2EE 
Lister Technologies (P) Ltd. 

«Strong experience in software design/development & project 
management with 2 years strong team leading experience in 
J2EE projects. Certifications on Java or XML or UML is plus. 
Experience: 5 - 7 years 
Job Code: 33700674 


TESTING AUTOMATION EXPERTS 
Satyam Computers Services Ltd. 

_ Should possess experience in testing automation, web application. 
Experience: 3-6 years 
Job Code: 32612559 

Y 
ASIC DESIGN MANAGER 
The Human Capital 
Bachelors or Masters degree in Electrical/Electronics 
Engineering from a reputed Institute and specialization in 
VLSI, Microelectronics is a plus. Experience in verification, 
system level verification and verification tools is preferred. 
Experience: 8- 12 years 
Job Code: 32807806 


| p and finance domain knowledge is a definite advantage. 


SENIOR.NET DEVELOPERS | 
Assyst International Pvt. Ltd. | 
Candidates with experience in performing general systems 
design and detailed Program Specification functions and 
programming in the ASP .Net or Vb .Netenvironment. 
Experience: 2-3 years 

Job Code: 31971946 


PROJECT MANAGER - JAVA 

Financial Software & Systems 

Should manage one or more software product development 
teams on projects of moderate to large size and complexity. 
Project Manager is expected to provide technical leadership to ` 
the team members. 

Experience: 7 - 10 years 

Job Code: 32579130 

VB PROFESSIONALS 

Lanco Global Systems Ltd. 

Should have at least 2 years experience in VB projects. 
Excellent communication skills. Preferably should have prior 
experience working with US clients. 

Experience: 2 - 5 years 

Job Code: 33333811 


SOFTWARE ENGINEER 

NCR 

The candidate will help resolve JRE problems related to Engenio 
SYMplicity and PUT. In addition, the candidate will be responsible 
for future ports of JRE to the MP-RAS environment. 

Experience: 2-5 years 

Job Code: 33646516 


TECHNICAL CONSULTANT 
Tesco India | 
Understanding of business area like Check outs, Counters, Back 
Office/Cash Office, Warehouse Management, Distribution ete | 
is desirable. Good understanding of the relevant strategic 
software solution like Retalix, Storeline is mandatory. 
Experience: 3 - 6 years 

Job Code: 32665714 

SERVER ENGINEER 

Wipro Technologies 

You will be individually responsible for managing the 
windows servers running applications like domain controllers, 
proxy, exchange, firewall, unicenter, EPO etc. 

Experience: 4-6 years 

Job Code: 33413100 4 





To know how to apply for these jobs, go to finance jobs listing page. 








| One click makes 
1200 placement 
consultants work. 


Introducing Monster ExpressResume. It allows you to send your resume 
| POL ausiesi sevens the spunti] M am go. 


To subscribe to ExpressResume, SMS 'ER' to 98663-11011 








monster.com 


India's No.1 jobsite. 


! 
SALES MANAGER 
Bajaj Capital Ltd. 
| The job includes Marketing of CFP programmes,tying up with 
corporates such as banks, insurance, mutual funds companies 
&enrollmentof students forthe above programmes. 

Experience: 2 - 5 years 
Job Code: 33490801 













SALES ANALYST 
Electrobug Technologies Ltd. 
"Creation of proposals & collaterals for new clients, based on 
templates, development of mock sample reports in new segments 
/ industries, confirmation that certain capabilities are possible or 
‘not, client communication, training demos, etc. 

Experience: 1-2 years 
Job Code: 33441296 
SALES DIRECTOR 

Golden Palm Hotel & SPA 
MBA with specialization in sales & marketing. Experience in 
service sales, knowledge of concept, lifestyle sales and 
experience in selling new facilities, products and services is 
essential. 
Experience: 12 - 15 years 
Job Code: 33407471 

MARKETING ASSOCIATE 

Nortel 

This role is required to map the buying process in defence and 
government ministries and departments - as well as identify key 
decision makers and influencers. 

Experience: 5 - 7 years 

Job Code: 33615902 


‘SALES - CO - ORDINATOR 
Path Infotech Ltd. 
Co-ordination of programs and support services for the sales 
organization, cold calling to prospects, follow-up calls and fixing 
appointments, maintain customer, vendor, tele-marketing 
idatabase for the team, etc. 
Experience:1-2 years 
Job Code: 33693930 
ASSISTANT MANAGER 
William Penn 

€ person will be responsible for the channel and corporate sales 
of Sheaffer writing instruments in the NCR region. It would 
involve meeting high end retailers and promote the brand through 
these retail stores. 
Experience: 2-5 years 
Job Code: 33594323 


To know ho 


- Get headhunted 
by the top employers. 


Monster.com is India's No. 1 jobsite. Post your resume for 
free and get noticed by India's top employers. 
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w to apply for these jobs, go to finance jobs 


morster.com 


Sales and Marketing Jobs 





TECHNICAL SALES MANAGER 


Cambil Software Pvt. Ltd. 

Job involves generating business with given targets, service the 
existing clients, end to end responsibility for taking technical 
sales to the next level, etc. 

Experience: 2-5 years 

Job Code: 31441226 


BUSINESS DEVELOPMENT EXECUTIVES 

Frost & Sullivan India Pvt. Ltd. 

Job involves territory management, targeting new business 
development in new and existing markets, build relationships Fr 
to up-sell and cross-sell, etc. 

Experience: 1 - 2 years 

Job Code: 32383996 


MANAGER - INSIDE SALES 

K 10 Technologies Pvt. Ltd. 

Convincing power to sell high value solutions & ability to 
extract maximum information over the phone. Excellent 
telephone & selling skills. Strong analytical, logical, co- 
ordination and management skills are required. 

Experience: 5 - 7 years 

Job Code: 31943933 

MANAGER - SALES 

Parsec Interact, Inc. 

Managing a team of sales executives in USA and India, including & 
hiring, training and coaching, Ensuring that the sales funnel is 
sufficient to achieve the revenue objectives. 

Experience: 5-10 years 

Job Code: 29354014 


SALES ENGINEER 

Thyssen Krupp Elevators 

Sales Engineers with diploma /degree with experience. 
preference will be given to elevators industry experience. 
Experience: 2 - 5 years 

Job Code: 33702281 


SENIOR CORPORATE SALES EXECUTIVE 
Winsoft Technologies (I) Pvt. Ltd. 

Generate business for the products & services of the company, 
create new business opportunities in the financial sector, set up 
and give product demos and presentations, etc. 
Experience: 3 - 4 years 

Job Code: 32707521 















listing page. 
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India's No.1 jobsite. 








Finance Jobs 


DY. MANAGER - 
Aditya Birla Group 
You will be assisting the team leader in preparing audit plans of 
assigned unit, perform audits as per plan and as assigned, focus on 
improving audit quality, assist the team leader in monitoring 
audits/ compliance, etc. 

Experience: 2 - 3 years 

Job Code: 32978935 


SR. FINANCIAL ADVISORY ANALYST 

Deloitte 

Key responsibilities include creating financial models, analyzing 
inancial statement, conducting industry research and writing 

reports, etc. 

Experience:3-4 years 

Job Code: 33035014 


INTERNAL AUDIT 


FINANCIAL ANALYST 
Fortune Infotech Ltd. 
Support IT Business clients with budgeting and reporting — 
organizational expenses, billings to clients, and project 
accounting. Interface with Corporate Accounting Function for 
monthly reports & budget cycles, etc. 
Experience: 5 - 7 years 
Job Code: 32884214 
FINANCE MANAGER 
„Interface Cybertech Pvt. Ltd. 
ou will be responsible for general ledger and lead closing on 
Indian GAAP & US GAAP, lead the payables, fixed assets & 
accounts receivable processes and ensure sub-ledgers are 
closed periodically, etc. 
Experience: 3 - 6 years 
Job Code: 33064406 


MANAGER ACCOUNTS & AUDIT 
Prodcon Tech Services Pvt. Ltd. 
Organizing smooth flow of accounting process, independently 
monitoring day-to-day accounting activities from basic entry-level 
up to finalization of accounts, executing other routine accounting 
functions, etc. 

V Experience: 4 - 6 years 

. Job Code: 33030780 


MANAGER- CORPORATE FINANCE 

Taib Yatirimbank 

The selected individual should be able to leverage the advantage 
of TAIB Bank as the only financial entity with a presence in both 
Turkey & India. Job involves business development, deal 
origination, partner search, info memos, advisory, structuring etc. 
Experience: 5-7 years 

Job Code: 33090673 





FINANCE COORDINATOR 

Agilent Technologies : 
Main responsibilities will be to perform back office activ: ities, 
maintain supporting documents and process procedure. 
documentation, solves accounting and finance problems o 
moderate scope and complexity, etc. 

Experience: 2-3years 

Job Code: 33443928 


ASSISTANT MANAGER - ACCOUNTS ] 
Fem Care Pharma Ltd. 1 
Candidates should be CA with experience in factory accounts, 
managing accounts, payables & accounts receivables, 
reconciliation of accounts, MIS, bill issues, petty cash i 
maintenance, etc. 
Experience: 2 - 4 years ^ 
Job Code: 33010193 

ACCOUNTS EXECUTIVE 

Fractal Analytics Ltd. 

Job responsibilities include book-keeping and accounting till 
finalization, MIS reporting, managing invoicing, receivables 
and payables, bank reconciliation, cash and Forex 


management, etc. A 
Experience: 2 - 5 years y 
Job Code: 29546989 ^ 
MANAGER - INTERNAL AUDIT " 
Mahindra & Mahindra Ltd. 


Responsibilities include conducting operational / financial 
analysis and audit reviews, covering various aspects such as data 
collection, analysis and preparation and finalization of reports 
etc. 

Experience: 2-8 years 4 
Job Code: 32798629 

FINANCE MANAGER 

SPS Intrad Pvt. Ltd. | 
Assisting with month end close, including expense accruals and | 
journal entries in compliance with GAAP, gathering and | 
consolidating activity data from Company CC's, Bank Accounts, 
Ad partners, etc. to facilitate month end close, etc. 5 
Experience: 5 - 7 years f 
Job Code: 32794522 E 







HOW TO APPLY FOR THESE JOBS: 
|. Logon to www.monsterindia.com 

2. Click on "Search Jobs" link 

3. Typethe job ID number in the "Keyword Search" field 
4. Click the "Search Jobs" button 
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Sizing Up Indian Retail 


Business Today’s Archna Shukla tags along with McKinsey’s retail 
guru, Peter Child, and a few other global partners as they take stock 
of Indian retail at a Gurgaon mall. 


WEDNESDAY, AUGUST 24, 2005 
Gurgaon, 30 kilometres from the heart 
of Delhi, 7.00 p.m 


ETER CHILD HASN'T FORGOTTON HIS FIRST 
visit to India, which was a couple of years 
ago. *I have travelled through the 
Americas, Europe, and many parts of 
Africa and Asia. And never did my diges- 
tive system play spoil-sport. It was only in India 
that it revolted and it took me several days to quell 
the mutiny," says McKinsey's global head of retail 
practice. So what is he doing sitting inside a moon- 
white Toyota Innova, inching his way towards 
Gurgaon's busy “mall strip” on the MG Road? “India 
is among the top five most attractive global desti- 
nations for retail investment. Naturally, it's on all our 
clients' radar," he explains. Never mind that foreign 
direct investment in retail may still not be allowed in 
India or that India's per capita income is one of the 
lowest even among developing countries. This 
evening Peter is here for a reality check of the Rs 
25,000-crore or so organised retail market. 

Peter is not alone in his pursuit. His partners from 
London, Brazil and Johannesburg have joined him on 
the mission. After a day-long meeting on the Indian 
market's strengths and weaknesses, they have decided 
to go mall-hopping to get a first-hand feel of the re- 
tail scenario. McKinsey's Delhi principal, Ireena 
Vittal, is the group's guide and she's taking them to 
the Pantaloon and Big Bazaar stores in Sahara Mall 
in Gurgaon, on the outskirts of Delhi. I, and my pho- 
tographer colleague—as you might have guessed 
already—have managed to *embed" with the team. 

Our first stop: The Pantaloon store on the 
ground floor of Sahara Mall. Soon, the group is busy 
browsing through the store. I try to catch Peter, 
who is busy looking at men's T-shirts. *What benefits 
will an organised industry bring to its stakeholders?" 
I ask him. “An organised retail activity boosts over- 
all economic growth, eventually benefiting all along l ow 
the consumption and production chain. A growing That Looks Familiar! Nicola (Left) and Peter pose in front , 
economy's health mainly depends on three strategic of a Baskin Robbins stall at the Sahara Mall 
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areas—banking, to ensure an effective financial flow; 
telecom, to maintain information flow and retail, to 
ensure a consistent product supply,” he says. Given 
that telecom in India was already booming and bank- 
ing well on its way to maturity, Peter says that “it’s 
high time retail also got going." "It's already made a 
start,” Ireena helpfully points out. 

Alastair Ramsay, a McKinsey partner based out of 
London, steps in for the first time. “Besides, organised 
retail is known to have created more jobs. (Wal- 
Mart employs around 1.6 million people world- 
wide.) Organised retail also brings cost-efficiency as it 
does away with so many leakages in the value chain.” 
Ireena offers more perspective: “Organised retail has 
an enormous multiplier impact. A streamlined supply 
chain links the producer to the end-consumer di- 
rectly, thereby ensuring better returns to those at 
the bottom of the ladder and cost benefits to those at 
the top.” It’s one industry that will close the gap be- 
tween rural and urban India, she says. 





The First Stop: The mall-hopping continues for Peter 
(Right) and his ‘guide’ Ireena (second from Left) 


Suddenly, we hear some noise from a corner of the 
store. It's Nicola Calicchio, a director in McKinsey’s 
Sao Paulo office. He seems to have laid his hand on a 
hot potato. “Look at this! $14 for a pair of jeans? And 
$10 for a T-shirt? They told me Indian consumers 
were cost-conscious," he waves the price tags at us. 
*Nicola, it's a high-end store, catering to SEC A con- 
sumers," Ireena tries to reason. “Still, it’s steep. A lo- 
cal pair of jeans will cost me nothing more than $10 
in Brazil," Nicola is insistent. 

That leads me to my next question. What kind of 
value propositions will retailers have to factor in 
while deciding on a format? “Retailers will have to try 
out many formats,” says Peter. “The success, however, 


will mainly depend on knowing the consumer's 
willingness to pay and in establishing a seamless sup- 
ply chain.” Do big players like Wal-Mart or a 
Carrefour stand a better chance of survival? “There is 
no such guarantee. Retail is one sector where one- 
shoe-fits-all theory doesn’t work. Even world-class re- 
tailers have struggled in some markets like Brazil, 
while doing well in other markets like Mexico.” 
The group is done inspecting Pantaloon, and we 
head towards Big Bazaar. Ireena makes it a point to 
take Nicola to the apparel section and show him the 
price tags. He looks relieved: “This seems better.” The 
large food section seems to have caught Peter’s fancy. 


Having A Good Time, Indeed! Peter (Left) and Ireena 
are now joined by Alastair (Middle) 


“I am told food retail has yet to take roots in India,” 
he says to no one in particular. I use that opportunity 
to ask another question. “Given the lack of trained re- 
tail manpower in India, what kind of formats, in 
terms of product offering, will work?" It is Ireena, the 
India retail expert, who offers an answer: “Food is one 
area where retailers seriously need to look at. If we can 
grade our produce, India can become the food bowl 
of the world. Other opportunities lie in big retail 
chains for white goods, which account for around Rs 
50,000 crore of annual consumer spending.” 

It's 9:30 pm and the lights are beginning to go off 
at some of the stores in the Sahara Mall. I would have 
imagined that after a long day, the McKinseyites 
would be dead tired. | am wrong. As they walk back 
to the car, they are busy debating the new formats, 
product categories and geographies that retailers, 
Indians or foreigners, should try out. But there is 
unanimity on one issue: The Rs 9,000-billion consumer 
spending pie, already growing at an impressive 12 per 
cent, is too big an opportunity to ignore. McKinsey’s 
retail clients will be told so. 8 
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Big But Vulnerable 


A lucid and compelling take on why America's global 
dominance is under threat, and what it needs to do about it. 


R. SRIDHARAN 


CAPITALISTS seat of research and innovation and, despite a 
F growing resentment against it, pretty much 





THREE BILLION NEW I: THE WORLD'S LARGEST ECONOMY, STILL THE 


By Clyde Prestowitz the global cultural trendsetter. So why should 
Basic Books America worry over a few thousand jobs moving 
id S 675 to India, and China’s export engine continuing to 


hum louder? Because, says Clyde Prestowitz, 
President of the Economic Strategy Institute in 
Washington, D.C., the writing is on the wall. 
America’s pre-eminent position is under 
threat, and the Us government does not seem 
to have a strategy to counter it. Prestowitz, 
author of two other books, Trading Places 
and Rogue Nation, points to some obvious 
concerns that American policy-makers are 
turning a blind eye to. For example, the 
soaring trade deficit ($650 billion in 2004), 
the pressure on dollar, and America’s de- 
clining output in education and R&D. In 
contrast, he says, China, India and Russia 
have not just cast off their socialist yoke, 
but hit the capitalist road with a vengeance. 

Prestowitz, a trade official in the Reagan 
administration, doesn’t say anything radically 
new in this book. China’s phenomenal 
rise—and the resultant threat to the Us— has 
been well documented. But where he excels 

is in joining the dots and explaining the 
phenomenon in a narrative that's both lucid 
and compelling. It is easy to mistake 
Prestowitz for an alarmist, but his is really a 
cry for action. Citing a story from the 
Washington Post, he says *without some combination 
of special skills, higher education, and professional certifi- 
cation, (the average American worker) will be in danger of slid- 
ing down the ladder to low-paying service jobs with...no future". 

So should you buy this book? If I were an American parent, I would 
be buying my back-to-college kid this fall a copy of Three Billion New Cap- 
italists, and not a Toshiba portable computer. But even if you are an Indian 
parent , manager or a policy maker, you should be reading this book be- 
cause in America's paranoia there's an important message for all of us. 

Fix it, even if it ain't broke. m 










Corrigendum: Under the thumb-sized photo of Strategy Safari in Bookend dated September 11, 2005, the 
authors were inadvertently mentioned as Mukul Pandya and Robbie Shell. They should have been Henry 
Mintzberg, Bruce Ahlstrand, and Joseph Lampel. The publisher is Pearson and not Wharton School Publishing 
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MARKETING 


Book 


Pradeep Kashyap > bistantrs 
Siddhartha Raut . 


THE RURAL MARKETING BOOK — 


By Pradeep Kashyap and Siddhartha Raut 
Biztantra 


PP: 380 
Price: Rs 449 


OU CAN CALL IT THE KOTLER OF ‘RURAL 

Marketing’ in India, if you want, 
but The Rural Marketing Book is ac- 
tually a textbook on everything that 
you wanted to know about India’s ru- 
ral markets: right from what defines 
a rural market, consumer demo- 
graphics and psychographics, down 
to real-life case studies on all the 
marketing ‘Ps’, product, price, place 
and promotion. 

Long-time rural market evangel- 
ists, authors Pradeep Kashyap and 
Siddhartha Raut have managed to 
pack in quite a bit of data on rural 
infrastructure, market dynamics, 
and media to make the book relevant 
for not just management students 
but even big company executives 
trying to navigate a marketplace 
comprising 742 million consumers. 
The book even delves into all hues of 
rural finance—organised, unorgan- 
ised, micro-credit, kisan credit card, 
chit funds etc. 

The book, whose foreword is 
written by former HLL chairman 
M.S. Banga, is certainly not a week- 
end read. It is more text-bookish in 
tone and tenor (although that’s no 
reason why the production quality 
should have beeen so poor). Still, 
it's a must for anyone trying to un- 
derstand India's rural market. 

/— SHAILESH DOBHAL 
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In Search of 
Excellence 






MEA 


Distance Learning 
(2 years) 









The MBA Program of ICFAI will broaden your business acumen 
and sharpen your analytical insights. The unique combination of 





both Indian and international perspectives and the general 





management focus will give you an edge in your career 





progression and will prepare you to act effectively as a successful 





manager in the ever-changing business environment. 





The unique features among many include quality courseware; 
e-learning package; training classes; case-based learning; web 





support; 4 times a year examinations and electives in seven 








disciplines. 


[ei i Eligibility : Graduates (any discipline) 
For details and prospectus, please contact : 
Distance Education ICFAI Center for Distance Education, 


- 23, Nagarjuna Hills, Punjagutta, Hyderabad 500082. 
Learning for Leadership Ph: 040-23430431-36, Fax: 040-55639711. Email: info@icfai.org 














www.icfai.org 
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CIRCUIT 





Inc Plots 





A decade and half after the onset of economic reforms, India gets a taste of 
commercial fiction with Piece of Cake, a book set in a thinly disguised Nestle 
India. Archna Shukla profiles the trend and the t-setting author, Swati Kaushal. 


HE NUMBERS HAVE FORETOLD 
it all along. India, for those 
who hadn't noticed, boasts a 


population in excess of a billion. 
A small proportion (but a large 
absolute number) go to good 
schools (mostly engineering ones), 
better B-schools, and then seek their 
fortunes in global corporations. 
Today, thanks largely to the 
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mathematics of it all, there are sev- 
eral [Indians in corner rooms of 
companies all over the world. The 
same math would seem to indicate 
that an Indian will soon win 
Wimbledon, have a podium finish 
or two in Formula 1, even become 
the world's #1 golf player. Just as, 
applied to a different sample, it (the 
math) would say that it is only a 





The First: Fiction may not be a piece of cake but it is easy if you have the right material like Kaushal did 


matter of time before one of the 
several thousand smart young 
Indians that go to B-school, then 
work for a multinational corpora- 
tion, decides to write about it all. 
Working for a large corporation is 
serious business but it has, as a cer- 
tain Stanley Bing will vouch, more 
than its fair share of comic 
moments. Mix Bing with the math, 


+ 


Ed )TSAM 


and it becomes evident 
that humorous fiction 
set in corporate India is 
a genre whose time 
has come (in a rela- 
tive way; this, after 
all, is a market where 
English fiction sells so 
little as to make any 
book that sells over 
10,000 copies a best- 
seller) and Swati Kau- 
shal, an author whose 
time has come. 

Swati, who? Swati, an alumnus 
of the Indian Institute of 
Management, Calcutta, a former 
employee of Nestle India and Nokia 
India, and currently a home-maker 
in the Us where husband Vivek 
works with GE, that's who. Piece 
of Cake is the book in question, 
and it is built around a protago- 
nist who could well have been 
based on the author herself: Minal, 
à manager at International Foods 
where she launches and manages a 
new brand of cake-mixes. There's a 
little bit of everything (and every- 
one) in Piece of Cake: ill-tempered 
bosses, bitchy colleagues, cut-throat 
competitors, even it's-time-my- 
daughter-got-married mothers. The 
book may not be autobiographi- 
cal, but as Kaushal admits, it is 
inspired by her own experiences. “I 
have been in meetings with adver- 
tising agencies that seemed surreal; 
I was once mistaken for a temporary 
secretary by a senior manager who 
started dictating notes to me; and I 
have sold the virtues of Maggi cubes 
(a product from the Nestle stable) to 
dhaba owners in the Haryana hin- 
terland,” she rattles off. 

Piece of Cake is a sub-set of 
commercial fiction, a term used 
(condescendingly by writer-writers, 





Swati Kaashal 


and with dollar- 
dreams in their eyes 
by publishers) to 
describe books meant 
for the masses (think 
detective fiction, 
thrillers, pulp-fantasies 
and the like), as against 
literary fiction. Set in 
corporate India, it 
should appeal to the 
few hundreds of thou- 
sands that share 
Kaushal’s background. “It is for 
the young, especially those who 
are single and highly-motivated," 
she says. *Eventually, all their life's 
high and low points—friendship, 
love, conflicts, challenges—have 
their origin in the workplace." The 
book, published in December 2004, 
has met with reasonable success, 
says Thomas Abraham, President, 
Penguin India, the publisher. “We 
have already sold 5,000 copies of 
Piece of Cake, which is quite a feat 
for a debutant author." Kaushal is 
no Lauren Weisberger, Piece of 
Cake, no The Devil Wears Prada 
(on The New York Times hardcover 
best-sellers listing for six months), 
and International Foods is no 
Runway magazine, but at one level, 
the book works. And even as 
Penguin plans to market Piece of 
Cake more aggressively, and 
Kaushal hopes to finish her second 
book by the end of the year (it is set 
in contemporary India is all she 
will give away), Nestle India’s chief 
flak catcher insists that neither he, 
nor anyone else in the company 
has heard of the book or been asked 
their opinion on it by someone 
else. That’s a pity. Piece of Cake is 
the kind of book that should be 
part of every management trainee’s 
orientation kit. 





PIECES OF CAKE 
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The Natural Mania 


Organic Foods' time has come. 


L/S 

N 2001, WHEN ISHI 
RS started stoc- 
king organic food 
at her Whole Foods 
store, she found few 
takers. Things are 
very different now 
and some individ- 
uals in the organic 
food trade see the 
2003 pesticides-in- 

carbonated-soft 
drinks incident as a 
sort of point of inflec- 
tion. Khosla says that 
soon after, demand picked 
up. The experience of Prem 
Koshy of Bangalore’s fabled Koshy’s restaurant 
is similar: four years after he started experi- 
menting with organic food he hosts a weekly 
bazaar that sells them, and the restaurants 
o.food section of the menu is popular. “There is 
a quiet organic revolution happening in India," 
says Tej Pratap, Executive Director, International 
Competence centre for Organic Agriculture. 
India boasts 1426 certified organic farms, and al- 
though organic food currently enjoys a 25-30 per 
cent premium, prices will drop as more people 
(and more farmers) move to them. Organic food 
is easy to find in big cities. A sampling of stores 
that sell organic food: Dubden Green, Whole 
Foods and Navdanya in Delhi; Kavita Mukhi's 
Conscious Shop in Mumbai; The Food Store in 
Kolkata; The Eco Nuts in Chennai; Ostara and 
Jaiva in Bangalore, and Fab India outlets all 

over the country. Go ahead; eat virtuously. 
SUPRIYA SHRINATE 









RAMEN SARKAR 


Rajkeeyam meal: 26 items, if you must know! 
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The Organic Food Hunt 


The task: FIND RESTAURANTS THAT SERVE ORGANIC FOOD IN EACH OF 
India's six most important cities, Delhi, Mumbai, Bangalore, 
Chennai, Hyderabad, and Kolkata. 

The rider: Organic food may be a small part of the restaurant's menu, 
but everything used in its prepartion needs to be organic. 

The result: Four restaurants across three cities. It is quite possible that 
there are others that serve organic food, but this (the fact that they 
do) is clearly a closely-guarded secret that isn't advertised. Even the 
food experts this writer spoke to were unable to come up with 
more names. 

The listing: Bon Appétit 


Delhi/Chai and Chaat Café: serves 20 varieties of 
organic tea, low cal chaat, and close to half-a-dozen organic salads. 
MEAL FOR TWO: Rs 150 (a tea tray, two salads and two varieties 
of chaat) 

contact: 011-51627007/51628170/26820701 


Delhi/Pavillion (Maurya Sheraton). The luncheon 
buffet has an organic food corner (limited to a few vegetable 
dishes, da/ and some rice). Organic food is not on the menu. 
MEAL FOR TWO: Rs 2,500 plus taxes 

CONTACT: 011-26112233 


eei ar cel Sanjeevanam Vegetable 
ealth Restaurant: The Rajkeeyam meal has 26 items, five 

sins of juice, four raw vegetables, four partially cooked vegetables 

and four completely cooked vegetables, organic rice and sambhar. 

All ingredients that go into this meal are sourced from the 125-acre 

farm owned by Cholayils. 

MEAL FoR Two: Rs 150 

contact: 044-26163770/26243249 


Bangalore/Koshy’s: The Bangalore landmark holds an 
organic bazaar every week (you can buy organic foods here), and the 
regular menu lists six seasonal organic dishes. 

MEAL FOR TWO: Rs 300 (rice, dal, stir fried vegetables, 

steamed vegetables, salad) 

CONTACT: 080-22213793/22215030/22213140 


Virtuous bingeing at Koshy's: Green tastes good 
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Get Down And Gimme 20 


R ATT FUREY IS A 40- 
something American 
fitness guru, a maver- 


ick in the somewhat hide-bound 
world of physical fitness. Furey 
labels his method ‘Politically 
Incorrect Fitness and Fighting 
Instructions” and is unapologetic 
about trashing conventional 
body-building methods and their heroes. The only weight you need to lift, 
according to him, is your own. Like Pilates and Asthanga Yoga, Furey’s 
training programme involves using your own body weight for building 
strength and flexibility. Furey borrows methods from old Indian wrestling 
akbadas and (why doesn't this surprise me?) has even trade-marked a 
method that he calls Gama Fitness `, influenced by the legendary Indian, 
Gama Pehelwan “who at 57" and 118 kg of solid muscle—went undefe- 
ated in 5,000 matches". Matt's methods include Hindu squats and push-ups, 
pull-ups, reverse squats, etc., all of which rely on your body weight alone. 
If you wish to check out Furey's methods, click on wivw.mattfurey.com. 

Taking off from Furey's no-extra-weight method, Pd like to focus at- 
tention on an exercise that is fast disappearing in gyms, the plain old push- 
up. The push-up relies on your own body weight and done properly, it 
can strengthen not only chest muscles (pectorals), but also your tri- 
ceps, shoulders and back muscles. 

The trick behind targeting different muscles with push-ups lies in vary- 
ing the space between your two hands. First, the plain vanilla push-up. 
Lie face down on the floor with your legs extended behind and hands di- 
rectly under beneath your shoulders. Extend your arms straight from your 
shoulders, while keeping your head aligned with your spine. This is the 
starting position. Now, lower your body without bending it, till your nose 
almost touches the floor. Now, push back to the starting position. 
Exhale while pushing back and inhale while going down. 

Let's now move to variants. The first one is the close-grip push-up. 
Everything remains the same as in the standard push-up, except for the 
space between the hands. The hands should form a triangle on the 
floor, with thumbs and index fingers forming the triangle. Now, do the 
push-up taking care to see that your elbows move close to your body and 
feel the impact on your triceps. The close-grip variant of the push-up also 
strengthens the inner chest muscles. The wide-grip push-up is the third 
variant. For this, your hands should be well beyond the width of your 
shoulders. Wide-grip push-ups work your rear shoulders and even your 
upperback muscles. 

There are more variants of the push-up that you can incorporate: the 
inclined push-up (where you rest your feet at a higher level, while your 
hands are on the floor) or fist push-ups (where instead of resting your 
weight on hands, you do so on your fists). 

MUSCLES MANI 





write to musclesmani@intoday.com 


Caveat: The physical exercises described in Treadmill are not recommendations. Readers 
should exercise caution and consult a physician before attempting to follow any of these. 
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Old Reliable 


Nokia 6680/6681 


OBILE PHONES 

come in all 
shapes and sizes. 
And most high-end 
phones boast simi- 
lar features: e-mail, 
ability to open att- 
achments including 
spreadsheets, cam- 
eras, the works. 
There used to be a 
time when Nokia had the simplest user-interface, 
but other companies have rapidly caught on. So, 
what do the Nokia 6680 and 6681 (same phone, dif- 
ferent colours) have that others don't? Nothing, 
apart from an easy-to-use software (Series 60 Symbian 
Operating System) and plain *feel'; that's more than 
can be said for several models available in the market 
(it also has two cameras, but that's neither here nor 
there). Best Buy price: Rs 28,000 





Retriever, Ahoy! 
Google Desktop Search v2.0 


ELETED MAIL THAT YOU SHOULDN'T HAVE? CAN’T 

find a file on your computer and don't know 
what you named it or where you saved it. Only what 
it is about? Well, Google's Desktop Search is just the 
thing you need. Google has recently launched an 
upgrade; the new interface is a lot slicker; but the 
sidebar—it takes up one column of the screen and 
displays e-mail 


messages, news, : N 
notes, most visit- - Oo e 
ed sites, a search Desktop Search BETA 
bar, and more— 
is a resource-hog that can, on a slow net connection, 
even tie-up bandwidth. Like many other Google 
offerings (Gmail, Google News), it is still a Beta ver- 
sion, and it joins an increasing number of utilities and 
nice-to-haves from the company that are seeking to 
take over desktops. It's fast, it's reliable, and, most 
importantly, it's free. The spoiler: it finds things 
you'd rather never see again. 

Download from http://desktop.google.com 


Radio Ga-ga 


Podcasting 


























NTERESTED IN LAUNCHING A RADIO CHANNEL? THANKS 
to a phenomenon called podcasting, you can, and all 

it will take is a microphone, a broadband connection 
from your computer, and (if your station is going to 
play music), music stored either on your computer 
or a Personal Music Player (PMP) such as Apple's iPod 
(hence the name). The broadcast can be heard by any- 
one whose computer is equipped with podcast listen- 
ing software, or downloaded straight on to a PMP. 
The latest version of Apple's iTunes supports the cre- 
ation and the downloading of podcasts. “It’s a great way 
of expressing your thoughts," gushes Ruchita Gupta 
who podcasts.a mix of news 
and entertainment from 
www.podmasti.com. There 
are thousands of podcasts on 
the www with most having to 
do something with music. 
Download free software 
from wwmw.apple.com|/ 
podcasting 
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Distance Education Distance Learni ng 


MS (Finance) 
MS (Accounting) 
MS (Banking) 
MS (insurance) 


& Duration: Two years for each Program & Quality Courseware 

& Eligibility: Graduates (any discipline) Gf Training Classes 

@ MS (Finance) leading to the CFA charter Gf Web Support on 24 x 7 basis 

& MS (Banking) leading to the CBM designation Gf Examinations four times a year at 100 Test Centers] 
& MS (Insurance) leading to the CRIM designation & Educational Loans | 
& MS (Accounting) leading to the CPA designation & Placement Assistance 
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Skyscraper Scare 


Or why J.G. Ballard's High Rise is relevant today. 


reckon #10 Janpath, the residence of Congress President Sonia Gandhi, to 

the country's centre of gravity. The National Museum stands on it. As does 
The Imperial, a luxury hotel where, in 1942, Stafford Cripps is reported b - 
to have met with Indian leaders with an offer of a dominion-status for Jj 
India (they rejected it and launched the Quit India movement). 9 
There's enough food on offer on Janpath: McDonald's has an out- 
let opposite The Imperial, and, next to this is one of Saravana 
Bhavan, a Chennai headquartered chain with outlets in 
Singapore, Malaysia, Dubai, the UK and the us. As for food for 4 
thought, there are several bookstores; some stock only / 


HIGH RISE magazines and Lonely Planets (Janpath is on the backpacker j , 


circuit), but others have adequate collections. Then, 


—n D ELHI'S JANPATH IS ONE OF THOSE ARTERIAL THOROUGHFARES THAT HAS IT ALL. SO 
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16. BALLARD there's the circular bookstore that stands on the pavement 
CAROLL & GRAFF in front of the Indian Oil Building. The store is shaped like 
PUBLISHERS (1975) a cylinder, with glass windows all along the circumference; 
Probably out of print, there's only room enough inside for the books. In the 


although used copies are 1980s, it was one of the few stores in the country where 
freely available on Amazon ^ one could pick up books by J.G. Ballard and. the only one 
where one could do so cheap (Rs 10 a pop ). 

There's something that connects the Shanghai-born Englishman (The Empire 
of the Sun—remember Spielberg's motion pic?—was written by him) to Delhi-satel- 
lite Gurgaon. Much of Ballard’s science fiction revolves around the theme of 
dystopia; Crash, for instance, is about a fetish for, well, car crashes. 
This article (and the Gurgaon connection), however, has to do with JJA, 
High Rise, the story of life in a high-rise Utopia that begins to | eL. 
degenerate as inhabitants form groups, stake claims to elevators, ~~ s 
organise raids on other ‘enemy’ floors, and kill and eat pets, j s 





even residents. Like Ballard's other books, High Rise is {ff “gs 
essentially about how modernity and technology spur 
deviance. However, even when it is read literally, High Rise dí " gs 
is a disquieting, The-Lord-of-the-Flies kind of take on life in ("gs 
a high-rise residential building. Gurgaon is dotted with |! "s 
them (high-rises) and although residents would like to see 


BS TO ao a A 

















Y 
them as oases of suburban luxury, petty irritants (over Vf A LJ i 
parking space, use of lifts by the hired help, pets, decibel lev- If = p 
els, and the like) exist. Then, there’s the fact that most high- i if m" Iz 
rises are built on what was once agricultural land, acquired I f > z 
from farmers through deals that were not always fair to f = s 
them. Thus, while the local economy is pretty much f a i 


dependant on the high-rises, there is also some amount of 
resentment in the local community towards their residents. 
A scenario like the one Ballard visualised, of the fifth floor 
declaring war on the 15th, may never come to pass, but X 
with high-rises becoming common across the country, 
every resident of one would do well to read the book. 
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Golf D-zest 
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HOT'R 


YR ^ 


AND PRIZE 


SMA T.V. -- HOME THEATRE SYSTEM 12 APPLE iPods 
(3 iPods EVERY MONTH) 


FM HI-FI WIRELESS HEADPHONE 
(WITH 3-YEAR PERIOD) 





n and mail to LIVING MEDIA INDIA LTD., 13th floor, Videocon Tower, E-1, Jhandewalan Extn., New Delhi - 110055 



























Rs.3600 Rs.2400 ELS g FM HI-FI Wireless Headphone | 4 Botan 
[year | R&1200 | R&800 | 5 
*All 1 & 3 year subscribers are eligible for the Lucky Draw 
drawn on (specify bank) i "—— | 





—— — favouring Living Media India Ltd. for Rs.  ——————————————————— (Please add Rs. 10/- for non-Delhi cheques 
BO OO MoO eo CadNo. CITT] OT Cr LII 
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TLL) Golf Handicap CT] Golf Di igest 


How to play, what to play, where to play 




















i Hurry, limited period offer? 


www.goltdigestindia.corr 
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01:30 Flight to Zurich 
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11:00 Visit and Inspection - 


of production facilities 
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03:30 Presentation 


b. the Board 


08:00 Dinner 


Bound in imported material, replete with gold embossing and gilt edged pages, these diaries have = 

laid out to give you ample writing space and meticulously compiled with some valuable features f 

planning skills : 

a Year Planner for 2006 & 2007 #3 year Calendar ata glance » Conversion. Tables, Weights and M 

s International Travel Information =» Global Time Conversion s Important statistical informatie 
India's demographic profile and economy s Quotable Quotes to enliven each day 


Our diaries and planners make ideal gifts because of the high standard of quality and printing ase 


nersonalization with cold embossing of name. initials or araanization’s name and loeo 
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Diary Code Regular Price(Rs Quantit (F 


Companion, Page-a-day IT 101 Yearbook 
Te e: lH n IT 201 Yearbook (Leather) 


Code: IT 103 


IT 106 Executive $25 M" 
IT 107 Professional 475 
IT 103 Companion 4 
IT 102 Page-A-Day 395 
IT 105 Scheduler 4 
IT 104 Slimline 

IT 108 Pocketlíne 


IT 109 Pocketline (Leather) 14 
IT 200 Leather Set 1,525 
IT 203 Address Book (Leather, Small) 5 
IT 204 Address Book (Leather, Big) 49 
IT 210 Planner (Leather Red, with cell case) 1,38 
IT 211 Planner (Leather Tan, with cell case 1,38 
IT 216 Planner (Leather Black, with cell case 38 


l, 

IT 212 Planner (Leather Red, with calculator) 1,38 
IT 213 Planner (Leather Tan, with calculator) ! 
l 


IT 215 Planner (Leather Black, with calculator) 385 

Page-a-Da r "T IT 214 Planner (Leatherette Black, with cell case) 685 
Code: TI IT 219 Planner (Leatherette Black, with calculator) — 68 
a Y IT 217 Executive Planner 142 


(Leather Black, with calculator) 

IT 218 Executive Planner 

(Leatherette Black, with calculator) 

IT 302 Refill (for Planners) 

IT 602 Executive Refill (for Executive Planners) 

Gold Embossing can be ordered for IT 101 - IT 219 
Add Rs, 50/- per diary for embossing of full name 

Add Rs. 20 


max.) three i 





per diary for embe 
Add Rs. 20 jary for company 
* Minimum order should be 25 diaries 
Logo artwork or positive to be provided. 
Add Rs. 10/. for non-Delhi cheque 
Add Rs. 25/. for handling charges 
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Grand Tota 
My Particulars: (please fillin CAPITAL LETTERS) 
Leather Set 


n 5 Namibie E N A A sisene Address 
SOP MRENA ENE EAE SAUE erri eene Pir 


Mile U A C tie quon eeu s i nosci Email 


Address Book, [L] Enclosed is my crossed cheque/DD. No 


X21 


Pocketline, 2 da drawn on (specify bank).................... ; specify 
l branch)................. vio Düted........... for R 
Mops TPL sane RS: YU Riz HORDE Co] payable to Living Media India Ltd. 


[ ] Please charge my credit card US. op = 
Credit Card No.| | | 


Card Expiry Date | 2 Date of Birth 
Card Member's Name ................ 


Card Member's Signature ......... 
Please Note: Coupon along T 
13th Floor, El Jhandewalan E New Delhi 
by registered post/courier from Dec. '05 onwards * Em 
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Professional, Pag i sheet. * For giftinstructions please give recipient's name, add 


ressand 


Planners, i ( le: FT JN T ^ For bulk orders please contact rf i 
le: IT 210-47 Executive, ! 1 Delhi: 011-23326324; Kolkata: 033-22825398 
14X19 cn So E c Mumbai: 022-24444423, 24444424; Chennai: 044 
For any other quer 1:01 
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Lodha’s Alibi 


R.S. LODHA SPRANG A DRAMATIC SURPRISE € 
the rival Birla camp by producing seni 
advocate V. Gaurishankar, 83, as the m: 
who wrote Priyamvada Birla's 1999 will a 
her explicit instructions. Sources close t 
Lodha feel this will help disprove the charg 
that she was deceived into signing away 
her assets to Lodha. The Birlas will challenge 
this interpretation. Meanwhile, in an inter- 
esting twist to the tale, Special Officerse 
appointed by the Calcutta High Court found 
a cache of priceless antique gold coins, orna- 
ments and utensils in a secret strong room in 
M.P. Birla’s house in Kolkata. The value, 
according to both camps: not crores, but 
only a few lakhs. The soap opera continues. 
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Play But No Play ^ Unfair, My Lord 


FINE, IT DOESN'T PROMISE TO BE A BOX-OFFICE HIT, BUT 
it will be the first play of its kind—anywhere in 
the world. On September 9, PRAVIN ANAND, 
Managing Partner at law firm Anand & Anand, 
is organising a play (called Brainchild) at Delhi's 
Shriram Centre on intellectual property (P). The 
play is written by London-based scriptwriter 
Farukh Dhondy, who also wrote the script for 
Aamir Khan-starrer The Rising, and cast by 
Bollywood actor, Yashpal Sharma. “I am trying to 
create subliminal awareness of IP. I want people to be 
passionate about it,” says the 50-year-old Anand 
with a straight face. It’s easy to explain Anand’s 
passion for iP. The law firm was set up by his 
grandfather in 1923, and Anand is the third 
generation in a family of Ip lawyers. The play 
apart, Anand has been organising, for the i 
last eight years now, a moot court (that is, a f y 
mock court) for law students to hone their 
argumentative skills in. As far as IP on IP issues 
is concerned, there's no doubt that Anand's 
got some original stuff. y 













IT'S ONE CASE FINANCE MINISTER P. CHI- 
DAMBARAM must wish his wife and 
lawyer, Nalini Chidambaram, hadn't 
ever taken up. Last fortnight, rival 
politicos gunned for the minister's 
head after it was revealed that the 
income tax department, which 
reports to him, had appointed his 
wife to a case earlier handled by 
him when he was not the 
FM. The lady not just 
quit the case but retu- 
rned her engage- 
ment fee when the 
controversy threat- 
ened to snowball. 
Chidambaram has 
our sympathies. 
Even if you are the 
FM, it’s hard these 
days, living on a 
single income. 
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illionaires’ Row" 


SEL CZAR LAKSHMI NIWAS MITTAL EVER NEE 
se to move permanently into hig 
sington Palace Gardens mansion (12 
rooms), which he bought last year for a 
7 million (Rs 559 crore) from Formula 1 
nie Ecclestone, he's just got one. He's lost a long- 
ning battle with neighbour and Saudi Princess, 
nerah bint Mokhtar al-Saadawy, to keep her from 
ilding a new block of apartments that would over- 
k his house on London’s Bishop Avenue Street, also 
own as the Billionaires’ Row. The local council saw 
b merit in Mittal’s contention that the proposed 
property would “have a negative effect 
on the appearance of the street”, 


and ruled in fav f the 
* "sie wih Tae Setback At IRMA 


try manor is expected to con- 








SHAILESH RAVAL 


sist of 12 apartments with bal- — i ^ LESS THAN SIX MONTHS AFTER GCMMF'S (READ: 
conies that overlook Mittal's Amul) VERGHESE KURIEN sacked K.P. Reddy as 
back garden. Therefore, the : — the director of the Indian Institute of Rural 
world's third-richest man, who : Management (IRMA), where Kurien is the 
still holds an Indian passport — : Chairman, a Gujarat High Court order has put 


despite owning a global steel  ! . Reddy back on the job and declared his tormen 
empire, may just decide to  tor’s order “null and void". But the octogenarian 
move than put up with — i — and feisty “milk man" of India is hardly the one to 
intrusive neighbours. i give up a good fight. While the IRMA board has 


A man estimated extended Reddy's term, which ended on 
to be worth i September 1, by another three months, Kurien has 
$25 billion (Rs  : gone ahead and issued him relieving orders. That 
1,10,000 crore)is i apart, the man credited with India's milk coope 
hardly going to — i — rative revolution has appealed against the single 


lose sleep over : judge order with a division bench of the Gujarat 
a $16 million : High Court. Maybe Kurien has his reasons for 
(Rs 70 crore i wanting Reddy out, but his pugnaciousness does 
apartment. : — take something away from his rich legacy 


Ghosts From The Past 


FORMER URBAN DEVELOPMENT MINISTER ANANTH KUMAR LED HUDCO FOR LESS THAN 
two years, but apparently red tape was not one of his failings. For instance, 
"on a single day, he sanctioned Rs 5,000 crore to 50 companies within one 


hour", says Prashant Bhushan, counsel for the Centre for Public Interest 
Litigation, which has accused Kumar of misusing funds worth Rs 14,500 
crore. Kumar, who described the charges as “motivated, malicious and base- 
less” to BT, says he disbursed only Rs 8,100 crore in his two years, and of 
that 93 per cent went to government agencies. The Central Vigilance 
Commission, directed by the Supreme Court to probe the charges, will find 
out in four months if Kumar’s dealings were indeed above board. 


CONTRIBUTED BY SAHAD P.V., ARNAB MITRA, ASHISH GUPTA AND SHAILESH DOBHAI 
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AGE: 48 YEARS 
DESIGNATION: Managing Director 
COMPANY: Trent Ltd 







Hands-On And Best Practice-driven 


S HE THE HEIR APPARENT TO THE TATA EMPIRE? HIS GENEALOGY AND SURNAME WOULD 
suggest he is. Group insiders swear that the succession issue is still open. But the spec- 
ulation refuses to fizzle out. He's already established a track record. As Managing 
Director, he has turned the single-store Trent Ltd into a Rs 250-crore emerging retail pow- 
erhouse with 18 Westside stores all over the country and a Star India Bazar hypermar- 
ket in Ahmedabad. Tata’s Rs 103-crore takeover of the Chennai-based Landmark in the 


‘equest for bill 


plan or VAS last week of August will add five stores to his chain and about Rs 130 crore to his top line. 
Like his half-brother, group Chairman Ratan Tata, Noel is very best practice-driven. 

; He’s also very hands-on: he visits the Trent showroom in Mumbai every weekend to gather 

hange. View & information first hand, and has even helped patrons park their cars in the basement. Insiders 
say the younger Tata—he is the son-in-law of Pallonji Mistry, the largest shareholder in 

pay bills at Tata Sons—is an intelligent and articulate leader with a penchant for independent 


thinking. For instance, he has painstakingly built his own Westside and Trent labels. 
, Retailers that sell private labels typically enjoy higher margins than others. Tata told an 
www..airtel.in interviewer sometime back: “This is what makes Westside different from other stores.” 
Noel, who declined to meet ar for this article, is moving up the Tata hierarchy, albeit 
slowly. He started his career with Tata Exports after studying in England and France, did 
a stint as Managing Director of Lakme Exports, moved to his current job in Trent and has 
recently joined the boards of Titan Industries and Voltas, Does this mark the beginning of 
his journey to the corner office in Bombay House? The bets are mounting, m 
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YOU'RE LOOKING AT THE WORLD’ 
AND THE EASIEST WAY TO UNLOC 


THE MOST SECURE WIRELESS. ONLY ON A THINKPAD. pı 


ThinkPad notebooks feature Intel® Centrino" Mobile Technology, so yo 





Fingerprint Reader (select models), it all happens with one finger and o 


software, provide a level of security that no one else offers as a standard 


ThinkPad and ThinkCentre are now products of Lenovo, a new globa 
Lenovo name. Our mission is to bring more innovation to more people 


3-D tour at lenovo.com/in 














ThinkPad T43 Notebook (1871FA1) | ThinkPad R5; 
DISTINCTIVE INNOVATIONS DISTINCTIVE 
Embedded Security Subsystem & Embedded Se 
Integrated Fingerpr nt Reader Integrated Fin 
SYSTEM FEATURES SYSTEM FEX 
Intel* Centrino” Mobile Technology | Intel® Centrinc 
tel" Pentium® M Processor 74 Intel® Pent 
3 GHz, 533 MHz FSB, 2M8 L2 Cache) | 86 GHz 
tel PRO Wireless Network > 
2 11 bis Intel” PRO/W 
Windows" XP Professional — Windows XP P 








6 MB DDR2 533 MHz SDRAM i 
) GB (5400 RPM) HDD , DVD/CD-RW 


bo, Bluetooth Modem 














38 1 cms (15") TF T! nitor 














3-year customer carry 





warranty 


3-year cus 





Rs. 89,900/-* Rs. 74, 


"Upgrade the ThinkCentre A51 Commercial Desktop (8123LQ! 


1600 425 3333 thinkpad.com/shop/in 
1600 425 6666 for service centre information 
ThinkPad and ThinkCentre are products of Lenovo. 
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Ten years fromnow, Sunil 
Mittal’s Bharti Enterprises 
will bẹa major player in: 


E Telecommunications 
E Airport Infrastructure 
B Agriculture 


I Insurance and 
Financial Services 


[% All of the above 
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: PROBLEM: Foveaasting what's going to be j 
popula at individual stoves is almost | 
i impossible. Getting it wong means w pile : 
P of swimsuits nobody wants — ov unhappy 
: customers fighting over w bikini. Budgets 


j SOLUTION: — A low-ast supply drain 

: solution from the IBM Expvess Povtfolio”™ 

iode help predict demand and adjust 
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TATA SAFA 


RECLAIM 


It's sweet revenge for 

The 95 hour work weeks, € votes i 

through the blinds. It's time to realize s 
timesheet. Time for the Tata Safari Dicor 
(DICOR) engine delivers a best in classi 
the promise of conquering just about any 
new look interiors and you have one gooc 
live the life you were meant to. Test drive 


MAKE YOUR OWN ROAD 





TATA MOTORS 
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Direct Injection Common Rail Engine 





For inquines please contact your nearest Tata Motors dealer or call us toll-free at 1600-228222888 





Canon 


Delighting You Always 





EOS 1000D (18-55mm Kit) 
MRP 3 25,295/- 





EOS 500D (18-55mm IS Kit) 
MRP 3 37,995/- 





EOS 60D (18-55mm IS Kit) 
MRP 3 77,195/- 


Er. 





Compatible with Canon EF and 
EF-S lenses, EX-series speedlites 





Canon +s+ Master Service Centre now in Bengaluru: 080-40079402/03 
Gurgaon: 0124-4160068, Kolkata: 033-40110710 and Mumbai: 022-67605000 


»er Greens, DLF Phase-lll, Gurgaon-122 002 


Canon 


Delighting You Always 
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